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Eprror’s Note: This is the first of a series of articles 
on various aspects of the problem of price discrimination 
to be presented by the author. 


ucH has been written about various 
M aspects of price discrimination, but 
there is much left to be said on this ex- 
traordinarily complex subject. Indeed, 
there is hardly a subject in economics 
concerning which there is so much con- 
fusion and where there is so much need 
for clarification of issues and throwing 
light into dark corners. This is due in 
part to the fact that the subject is ex- 
ceedingly complex and in part to the fact 
that insufficient attention has been paid 
to its fundamental aspects. The present 


series of studies is an attempt to point 
out the nature of this device, to indicate 
its prevalence under modern market 
conditions, and to evaluate the practice 
both economically and legally. 


Nature or Price DIscrIMINATION 


The term “discrimination’—derived 
from the Latin discriminare meaning to 
divide, separate, or distinguish—sug- 
gests to many some unfairness in treat- 
ment of certain individuals or groups. 
Thus, one of the definitions of the term 


1 See discrimino, -are, -atus, Harpers’ Latin Diction- 
ary. 
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given in Webster’s Unabridged Dic- 
tionary is “A distinction, as in treat- 
ment; esp., an unfair or injurious dis- 
tinction.” 

This unfavorable connotation stems 
to some extent, no doubt, from our 
democratic environment with its stress 
on the supposed virtues of equality and 
the evils of special privilege, although 
this abhorrence of special privilege is 
largely an abstract antipathy. Americans 
do not mind special privileges when they 
are being favored, as is attested by the 
proud boasts of acquaintances who ob- 
tained a job through a “pull,” had a 
traffic ticket “fixed,” or were given free 
passes to a show. The unfavorable con- 
notation is based to some extent no 
doubt also on the association of the term 
“discrimination” with the monopolistic 
“trusts” of earlier industrial history and 
their squeezing of the “‘little fellow,”’ and 
to a lesser extent with the treatment of 
minorities by strong aggressors latterly. 

That the word discrimination is not 
necessarily associated with sinister ac- 
tivity is easily demonstrated. To begin 
with, the Latin word from which the 
term discrimination was derived has no 
implication of unfair distinction at all. 
Indeed, the term may be used in a com- 
plimentary sense as in the case of stating 
that one uses discrimination in the choice 
of his friends or that he has discriminat- 
ing taste or judgment. Thus, Webster’s, 
in one of its preferred definitions, states 
that discrimination is the “faculty of 
nicely distinguishing; [or of] accurate dis- 
cernment.” Similarly, the Century Dic- 
tionary and Encyclopedia defines it as: 
“The act of distinguishing; the act of 
observing, making, or marking a differ- 
Te 

It might be argued with some degree 
of logic, of course, that in the choice of 
friends the impact of discrimination is 
supposed to fall on the unworthy, and 


in the choice of foods or in making judg- 
ments, it has to do with inanimate 
things, while in matters of price and par- 
ticularly of race, say, the impact may 
fall on worthy human beings; and thus 
discrimination might quite logically be 
“good” or “bad” depending on the cir- 
cumstances. The point, however, is that 
discrimination is not necessarily unde- 
sirable. 

Two more general observations should 
be noted: 

(1) The practice of discrimination has 
two distinct phases: (a) the distinguish- 
ing or discerning process by which one 
recognizes prevailing differences, and 
(b) the action which is taken based upon 
such discernment. Thus price discrimi- 
nation involves both distinguishing those 
able and willing from those unable or 
unwilling to pay high prices, as well as 
setting a schedule of prices designed to 
fit the differences found. 

(2) While equality of treatment is 
precluded by the practice of discrimina- 
tion, the cause of equitability may be 
advanced. A tax system based on equal 
treatment of those against whom taxes 
are levied, for example, would be highly 
regressive and therefore undesirable from 
almost any point of view; while one 
based on ability to pay, though predi- 
cated on inequality, is considered more 
equitable. 

Most of the definitions of price dis- 
crimination found in economic texts are 
far from satisfactory.2 Some are much 


2 Thus, Kenneth E. Boulding (Economic Analysis, 
New York: Harper & Bros., 1941, p. 540) has defined 
price discrimination as “ . . . charging each [buyer] a dif- 
ferent price”; Mary Jean Bowman and George Leland 
Bach (Economic Analysis and Public Policy, New York: 
Prentice-Hall, Inc. > 1944, P- 169), as being “in a position 
to charge different prices to different customers... "'; 
A. R. Burns (The Decline of Competition, New York: 
McGraw Hill Book Co., 1936, p. 273), as selling a 
“|. . homogeneous commodity at the same time to 
different purchasers at different prices”; F. A. Fetter 
(Spahr and others, Economic Principles and Problems, 
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too narrow, including only price differ- 
ences among homogeneous products. 
Others are at once too broad and too 
narrow, including within their scope any 
price difference but failing to include 
discriminatory situations involving no 
price differences. Moreover, some con- 
fine the concept to transactions at the 
same moment of time, thus excluding 
temporal discrimination; and almost all 
exclude from their scope discriminatory 
activities by buyers (such as canners, for 
example, who post the prices they will 
pay growers for fruit) which, though not 
as common as those by sellers, are essen- 
tially the same. 

One of course must take care to define 
the term “‘price discrimination” so as to 
exclude phenomena generically differ- 
ent, but not so as to exclude those situ- 
ations which are basically the same. The 
fundamental concept in discrimination, 
it will be recalled, is nicely distinguishing 
between (or among) different individuals 
or groups and according different treat- 
ment to those so distinguished. Such a 
difference in treatment may result from 





3rd edition, New York: Farrar and Rinehart, Inc., 1936, 
Vol. 1, p. 532), as “...non-uniform treatment of 
customers by making a difference in the price of goods 
without a corresponding difference in quality, service, 
or conditions ...of sale’; F. A. Garver and A. H 
Hansen (Principles of Economics, Revised edition, Bos- 
ton: Ginn and Co., 1937, p. 190), as charging “... 
different prices for different portions of his output”; 
J. P. Miller (Unfair Competition, Cambridge, Massa- 
chusetts: Harvard University Press, 1941, p. 122), as 
“... differences or inequalities in price or product”; 
A. C. Pigou (The Economics of Welfare, 4th edition, 
London: Macmillan and Co., 1932, p. 275), as “... 
discrimination [sic] of prices as between different cus- 
tomers”; Joan Robinson (The Economics of Imperfect 
Competition, sth impression, London: Macmillan and 
Co., 1942, p. 179), as“... the act of selling the same 
article, produced under a single control, at different 
Prices to different buyers...”; and F. H. Taussig 
(Principles of Economics, 4th edition, New York: The 
Macmillan Co., 1939, Vol. I, p. 222), as selling “... 
different installments of the supply... at varying 
Prices.” Some writers discuss the subject without even 
explaining what they mean by the term. 


(1) variations in the prices set for homo- 
geneous products (including services fur- 
nished), (2) identical prices in connection 
with the exchange of non-homogeneous 
product-services, or (3) differences in 
both prices and product-services, with 
price differences varying disproportion- 
ately to differences in the product-serv- 
ices exchanged. 

Technically, then, price discrimination‘ 
may be defined as unequal treatment of 
those with whom a buyer or seller has 
dealings by making a disproportion- 
ately lower price to some than to others 
relative to the product-service ex- 
changed. Broadly speaking, discrimina- 
tion may apply not only to commodities 
sold by a firm, but to goods or services. 
purchased as well. This could include 
wage rates. That is, discrimination exists 
where employees equally productive are 
compensated differently according to the 
arbitrary judgment of the buyer of 
those services (the employer), or indeed 
where all employees are compensated 
equally despite wide disparities in out- 
put, possibly as a result of the efforts 
of a monopolized seller (a union, for ex- 
ample). 

Very interesting in this connection 
was the labor difficulty in certain eastern 
cities (Dayton, Ohio, for one) precipi- 
tated by an employer (telephone com- 
pany) paying substantially higher wages 
(salary plus living expenses) to those 
operators imported from out of town 
than to those whose homes were in town, 
thus granting higher rates only where 
necessary to attract additional em- 
ployees. 

There are at least three important 
implications in the definition given 
above: (1) discrimination may be prac- 
ticed by a buyer as well as by a seller,’ 

* At first glance it might appear that a buyer discrim- 


inates each time he acquires the same merchandise from 
two sources at different prices; actually, however, the 
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(2) discrimination has to do with differ- 
ent treatment accorded a patron by a 
single trader, and (3) nominal prices may 
not differ at all, the discriminatory 
treatment resulting from some difference 
in the quality of the product or service. 

Thus, the definition includes all re/a- 
tive differences in treatment accorded by 
price makers but at the same time ex- 
cludes pseudo-discriminatory situations 
arising out of price differences which 
merely are proportionate to variations in 
the quality of the product-service. It 
should be noted that price discrimination 
may be personal in nature (particular 
customers being accorded preferential 
treatment over others) or may apply toa 
whole group (one class of buyers or 
sellers being accorded more advan- 
tageous treatment than others). 


DETECTING PricE DIscRIMINATION 


So much for the definition itself. The 
next step is to find some way of applying 
the definition to the problem of detecting 
the existence of price discrimination. 
This is a difficult problem even in the 
abstract because it often involves objec- 
tively measuring the amount of product- 
service rendered in each of two or more 
instances. 

While the existence of price discrimi- 
nation could easily be detected in the 
relatively rare instances where price dif- 
ferences exist for homogeneous commod- 
ity-services, it is exceedingly difficult to 
measure in the more common situations 
where variations exist in the quality of 
commodity-services offered. It is im- 
portant to find some method by which 
such qualitative differences may be 
measured. Otherwise there is no way of 





practice of (not merely participation in) discrimination 
by a buyer would seem to require that the buyer, not 
the seller, set the prices. 


knowing whether existing price differ- 
ences reflect only proportionate product- 
service differences and hence are non- 
discriminatory; or, on the other hand, 
whether identical prices apply to very 
different commodity services, and hence 
are quite discriminatory. In short, some 
practicable method of measurement is 
necessary if the existence of price dis- 
crimination is to be determined. 

In approaching the problem of prod- 
uct-service measurement, three possible 
methods suggest themselves: (1) the 
method of objective analysis—that is, 
comparing the relative amounts of the 
commodity- service exchanged with the 
prices paid, (2) the method of subjective 
evaluation—comparing the relative val- 
ues of the commodity-services extended 
with the prices charged, and (3) the cost- 
price method comparing cost-price rela- 
tionships on the assumption that costs 
are roughly indicative of the value of 
the commodity-service rendered. 

The objective method is impracticable 
even in the abstract except, of course, 
where product differences are assumed to 
be merely of a quantitative nature, as in 
the case of cauliflower priced by the head 
where the difference in the value per 
ounce is ascertainable and meaningful. 
That is, the physical analytical method 
is woefully inadequate to cope with the 
many quality differentials found among 
transactions in modern markets, since 
differences in size or weight do not ade- 
quately reflect value differences. Im- 
agine, for example, attempting physi- 
cally to measure flavor, appearance or 
handwork differences, or even the heav- 
ier construction of one product over an- 
other. Indeed, in many instances (as in 
the case of services extended) this meth- 
od is inapplicable since such services 
have nothing whatsoever to do with the 
physical product. 
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The subjective scheme appears to be 
even more impracticable than the objec- 
tive method. This is true even from a 
theoretical point of view since the only 
tangible clue to the value of commodity- 
services is the price paid. Thus, the value 
in each case would be determined by the 
price paid in each case, with the result 
that differentials would be entirely elim- 
inated. Judged by this criterion, price 
discrimination would be non-existent 
since values would be automatically 
equalized, which of course renders the 
scheme worthless for the purpose at 
hand. 

This leaves then only the cost method 
(on which the law largely relies) which, 
though leaving much to be desired, in 
the abstract at least provides a method 
of getting at the discriminatory element 
in a pricing situation, by relying on rela- 
tive cost differences to reflect product- 
service differences. 

Obviously there are certain limitations 
to a perfect application of this concept. 
For one thing, very often costs are not 
ascertainable in particular situations (as 
in the case of joint products) or, even 
where ascertainable, are only roughly 
accurate because of the necessity of em- 
ploying more or less arbitrary allocation 
schemes. In such cases, obviously, the 
degree of discrimination existing is in- 
determinate. While this limitation does 
not vitiate the soundness of the concept, 
it does limit its practicability. The limi- 
tation becomes particularly serious in 
cases where actual measurement is re- 
quired, as for example, where a govern- 
ment agency is charged with the respon- 
sibility of controlling certain types of 
discriminatory activities. 

With all its limitations, the cost meth- 
od is the best available, and for con- 
ceptual purposes, at least, is quite satis- 
factory. Indeed, one leading student of 


price discrimination defines the practice 
of price discrimination as “. . . charging 

.. prices disproportionate to the dif- 
ference in the cost of the goods delivered 
or the service rendered... .’” 

The test as to whether discrimination 
exists in the case of two slightly different 
products offered by one seller (quality 
discrimination) would be simply whether 
the total unit cost of each differs dis- 
proportionately to the price charged for 
each. Similarly, in the case of the sale of 
different amounts of a commodity- 
service (quantity discrimination), the 
determinant is the comparative rela- 
tionship between cost and price in each 
situation. 

Likewise, in the case of identical prod: 
ucts sold at different prices at different 
geographical locations (locality discrim- 
ination), the existence of discrimination 
would be determined by the relative 
cost-price differentials prevailing. If two 
prices are identical in two different 
places due to some prepaid freight 
scheme, geographical discrimination ex- 
ists to the extent that the actual cost of 
the two deliveries is different because 
under such conditions each buyer has 
been treated differently, relatively 
speaking.® 

The theoretical test of discrimination 
applies also in the case of two identical 
items sold at different prices at different 
times (temporal discrimination), differ- 
ing cost-price relationships revealing 
the discrimination, if any, although in 
such an instance an allowance may have 
to be made for any change which has 

‘Myron W. Watkins, “Price Discrimination,” En- 
cyclopedia of the Social Sciences, Vol. X11, p. 352. 

5 A very interesting application is the case of bar 
candy companies located in the East (largely in the 
Chicago area) and customarily selling on a delivered 
price basis, which reportedly during sugar rationing 
choose to serve eastern customers (nearer the factory 


and hence more profitable) at the expense of western 
customers. 
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taken place in the total demand situa- 
tion. And so it is with other types, those 
based on sex, age, brand differences, and 
so on. 

It should be clear from this that in 
many cases the fact that products are 
sold at different prices does not repre- 
sent discrimination at all.* Indeed, such 
cases may be discriminatory, but against 
rather than in favor of those obtaining 
the item at the lower price, because the 
lower price does not reflect the full dif- 
ference in cost.’ It should be clear con- 
trariwise that the existence of identical 
prices is no proof of an absence of dis- 
crimination; that is, costs in two identi- 
cal price situations may differ, thus cre- 
ating a situation that is technically dis- 
criminatory. 

While precise measurement of the 
amount of discrimination present (if 
any) is likely to be extremely difficult 
at times, very often in actual practice 
the task may be much simpler than it 
first appears. That is, in getting at cost 
differences, often direct expenses only 
need be considered because of an ab- 
sence of sufficient difference in the cir- 
cumstances surrounding the two trans- 
actions as to require a different per unit 
sharing of the indirect expense. This sim- 
plifies the problem considerably. Indeed, 
in many instances both direct and _ in- 
direct cost conditions may be identical 
so that unit costs can be assumed to be 


§ Asin the case of a history book which is sold through 
college book stores for $3.75 and (with the addition of 
a dust jacket) through trade channels for $5.00; but 
since the former outlets are given a margin of only 20 
per cent and the latter 40 per cent, the net to the pub- 
lisher is the same. 

7 For example, some Los Angeles laundries furnish 
pickup and delivery service to some customers and sell 
cash-and-carry to others, the latter being granted a 
discount of 20 per cent. The cost of delivery in Los An- 
geles is 40 per cent (the drivers’ commission), thus leav- 
ing a balance of 20 per cent which in many instances is 
more than the cost of serving the cash-and-carry trade. 
To the extent that this cost-price situation prevails, 
those paying the /ower price are discriminated against. 


the same; here discrimination may be 
measured by simply comparing prices. 
It must be admitted, however, that in 
some Cases more precise measurement of 
discrimination depends to some extent 
at least on the efforts of the accountants 
to devise sounder and more precise cost 
allocation schemes.® 


DIFFICULTIES IN THE PRACTICE OF 
Price DIscRIMINATION 


The object of discriminatory pricing 
is by no means always the same, as will 
be seen in a later article. However, the 
trader discriminating price-wise com- 
monly is expected to do so with the idea 
of increasing his net revenue, at least in 
the long run. While somewhat over- 
stressed, perhaps, the short-run point of 
view is likely to be uppermost in the 
minds of many of those who practice 
price discrimination. The aim in such 
cases is not that of attaining some non- 
economic end such as aiding those poorly 
circumstanced, nor, even if economic, 
building goodwill which would be ex- 
pected to “pay off” at some future time. 
The objective is rather the immediate 
maximization of net revenue by means 
of market (demand) stratification. 

Price discrimination, when practiced 
with this end in view, is based on the 
fact that demand (amounts that will be 
taken at particular prices) is represented 
by some individuals who are responsive 
to price concessions, as well as by others 
who require no concession to induce pur- 
chase. By treating these segments differ- 
ently, gross revenue is enhanced. 

Stated simply, a successful discrim- 
inatory policy is supposed to allow a 
seller to tap the lower reaches of his 


8 This is not to say that this field has been entirely 
neglected. See, for example, Cost Behavior and Price 
Policy (New York: National Bureau of Economic Re- 
search, 1943), particularly Chapters VIII, 1X and XI. 
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general demand curve (where greater re- 
sponse to price change can be expected) 
without the necessity of making the 
lower price charged those less able or 
willing to pay, available to those in the 
upper part of the schedule. As a result 
of this “‘custom tailored” pricing scheme 
(designed to fit the demand curve, not 
merely to drape it) the total revenue 
(evidenced by the areas below the sev- 
eral price points on the demand curve) 
is greater than that produced under a 
single price. Moreover, though not in- 
evitable, net revenue is likely to be 
greater also. 


In other words: 


(1) Higher prices may be exacted 
from those having most intensive 
desires and the ability to pay; but 
at the same time 

(2) Some revenue is derived from the 
latent buyers whose demand 
prices are lower than the single 
price which would be set under a 
“one price” scheme and who thus 
would not be purchasers under 
such a plan; and in consequence 
of (1) and (2) 

(3) The volume of production at- 
tained is apt to be more nearly at 
optimum size, with the result that 
unit costs for the whole output 
are lower than they would be 
otherwise. 


Abstract economic theory to the con- 
trary notwithstanding, the concept of 
tapping a general demand curve at par- 
ticular price points is quite practicable 
under certain circumstances. For exam- 
ple, because of patients’ incomplete mar- 
ket knowledge, differentiation of the 
service rendered, and the individual na- 
ture of the transaction, a physician may 
attempt to price his services to various 
patients on a basis of the ability of each 
to pay and could, if he so desired, charge 


a different price to each patient.® That 
is, the notion of only one price in a mar- 
ket, which is sound if perfect competi- 
tive conditions are assumed, is certainly 
not true in the market place as it actu- 
ally exists. 

Ordinarily, however, this notion of 
tapping a number of price points on a 
demand curve is not so realistic perhaps 
as the concept of a number of sub-de- 
mand curves based on brand, product, 
service, spatial or temporal differentia- 
tion, for example, in each of which a 
different price prevails. Consider for ex- 
ample the problem faced by a hypo- 
thetical firm which studies the demand 
curve for its product and then decides 
that it would be advantageous to offer 
the commodity at several dozen different 
prices in accordance with a demand 
schedule. 

Assuming the product offered is homo- 
geneous, the first thing required of the 
seller would be knowledge of the nature 
of the demand for the product in which 
he was dealing. Without such knowledge, 
discrimination may result in less rev- 
enue rather than more. This is because 
(a) those supposed to pay high prices 
may fail to do so, and (b) those to whom 
concessions were made might have pur- 
chased at considerably higher prices. In 
the second place, the vendor would have 
to find some way of segregating indi- 
viduals on a basis of the demand for the 
product (desire combined with ability to 
pay) so that each individual or group 
could be accorded the particular treat- 
ment indicated. 

In most merchandise lines—particu- 
larly those involving mass selling—such 
segregation is exceedingly difficult ex- 
cept under extraordinary circumstances 
(as, for example, those on relief as dis- 


® Some patients enjoying high incomes undoubtedly 
with full knowledge, willingly pay higher-than-average 
fees to help carry the cost of caring for the poor. 
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tinguished from those not on relief in 
depression times, although even here in- 
formation is available on income only, 
not on desire). It must be remembered 
that people ordinarily have no distin- 
guishing mark to enable the differentia- 
tion of those able and willing from those 
unable or unwilling to pay higher prices 
for an item. 

But even assuming that difficulties of 
segregation are resolved, two other 
problems present themselves: (1) finding 
ways of distributing the merchandise to 
different individuals on a basis of income 
and desire at anything short of prohibi- 
tive costs, and, particularly, (2) keeping 
those entitled to the goods only at high 
prices from purchasing them at low 
prices, or those having a right to goods at 
lower prices from transferring them to 
those not so situated. 

The foregoing limitations are by no 
means insurmountable, however. One 
way of overcoming certain of the diffi- 
culties is not even to attempt direct 
segregation, but instead to differentiate 
the product or service in some manner 
(by superior quality or sales promotion, 
perhaps) with the idea of influencing 
those with highest incomes and most 
intense desires to acquire the higher 
priced and supposedly more desirable 
offering rather than the other. 

But even in the case of a homogeneous 
product or service, if customers are few, 
if the unit of sale is large, and if absence 
of transferability prevails, it is often 
quite practicable to deal with each cus- 
tomer separately. Under such conditions 
(as in the case of commercial loans made 
by banks,!® perhaps) each individual 
might be treated differently. 


10 “The wide differentials in the elasticities of different 
customers’ demands for loans at an individual bank ren- 
der rate discrimination profitable. The practice of dis- 
crimination is facilitated by the high degree of secrecy 
surrounding the terms of contracts between a bank and 


It is possible under a much less 
stringent set of assumptions to consider 
different, well-defined groups of con- 
sumers which are presumed to be simi- 
larly situated with respect to income, 
desire, or alternative opportunities as 
separate demand segments (as for ex- 
ample those below and those above a 
certain age). Each of these demand 
segments may be considered as having 
separate demand curves, each very likely 
differing as to responsiveness to changes 
in price. Indeed, according to theory as 
presently promulgated, discrimination 
can only be practiced as separate de- 
mand curves possess different elastici- 
ties; otherwise, price concessions made 
to one group would result in a loss rather 
than in an enhancement of net income." 

As an example of group segregation in 
the sale of certain services such as enter- 
tainment, men in uniform, easily identi- 
fied, may be segregated and treated dif- 
ferently from those not in uniform on the 
assumption that the former on the whole 
are relatively impecunious and often 
possess alternative opportunities for 
satisfaction of demand, and hence would 
respond more readily to a price conces- 
sion than those not in the service. It 
should be noted, however, that this is a 
very imperfect method of discrimination. 

Within each of these classes are con- 
sumers with tremendous differences in 
intensity of desire and ability to pay; 
consequently any dichotomous segrega- 





its customers and by the fact that a bank can easily re- 
fuse further credjt to any borrowerer who relends to its 
other customers.” Lester V. Chandler, “Monopolistic 
Elements in Commercial Banking,” The Journal of 
Political Economy, Vol. 46, No. 1, February, 1938, pp- 
5 and 6. 

1 The idea, according to Joan Robinson (op. cit., P- 
183) is to equalize marginal revenue in each market 
and marginal cost of the whole output. The present 
writer doubts that the requirement of differing elas- 
ticities (op. cit., p. 185) is a sine gua non of price dis- 
crimination. 
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tion is likely to be faulty since it prob- 
ably only imperfectly fits the existing 
demand situation. There are likely to be 
practical limitations on further segrega- 
tion, however. In the example just given, 
even treating ordinary enlisted person- 
nel, non-coms, and officers differently 
may not be practicable under ordinary 
circumstances. 

One must conclude that under actual 
market conditions a discriminator is 
likely to fall far short of obtaining the 
full demand price from each individual; 
he will, in other words, be unable to 
practice perfect discrimination. It should 
be pointed out also that in practice un- 
doubtedly many errors in judgment are 
made even in relatively simple situa- 
tions. Indeed, it is not unlikely that at- 
tempts to maximize profits by means of 
discriminatory pricing often have re- 
sulted in a smaller rather than a greater 
amount of net revenue. 


RELATION OF PRICE DISCRIMINATION 
To MONOPOLY 


It is interesting to find that price dis- 
crimination and monopoly are inter- 
related in the minds of many economists. 
Most economic text writers treat price 
discrimination in connection with the 
subject of monopoly and refer to the 


one discriminating price-wise as a 
monopolist, thus implying that dis- 
crimination is a monopolistic device per 
se. Some, indeed, go beyond the mere im- 
plication and actually express themselves 
in support of the notion that monopoly 
is a requisite of discrimination.” 


” For example, Professor F. A. Fetter has stated re- 
peatedly that discrimination exists only in connection 
with monopoly (see his Masquerade of Monopoly, New 
York: Harcourt, Brace & Co., 1931, particularly p. 335, 
but also at pp. 300, 315 and 417). Professor Vernon A. 
Mund has expressed himself similarly (in “Monopolistic 
Competition Theory and Public Price Policy,” The 
American Economic. Review, Vol. XXXII, No. 4, De- 
cember, 1942, particularly p. 742). 


This point of view may have come 
about in large part from the publicity 
given the old Standard Oil “trust” and 
the coincidental fact that discrimination 
was practiced by such concerns to attain 
and exploit monopolistic power. It is un- 
doubtedly due, also, to a tendency on the 
part of economists to apply abstract the- 
oretical analysis, with its overstressing 
of product-service homogeneity and mar- 
ket knowledge, to actual market condi- 
tions. Actually, the contention that 
monopoly control (full or near control of 
supply) is required for the practice of 
discrimination seems to be in conflict 
with both historical and contemporary 
evidence. 

The railroad industry, previous to the 
regulatory legislation enacted by both 
federal and state legislatures was so re- 
plete with personal discrimination that it 
has been said that ‘“‘only the unsophis- 
ticated paid the published rate.’ Ac- 
cording to certain of the authorities in 
the field of transportation, one impor- 
tant, if not ¢he important, underlying 
motive of rate discrimination by rail- 
roads is competition for traffic. The 
existence of high overhead costs also is 
an important underlying cause of dis- 


%3—D. Phillip Locklin, Economics of Transportation, 
Revised edition (Chicago: Business Publications, Inc. 
1938), P- 497- 

4 See, for example, Stuart Daggett, Principles of 
Inland Transportation, 3rd edition (New York: Harper 
& Bros., 1941), p. 282, and D. Phillip Locklin, op. cit., 
p- 497. One very interesting sidelight on discrimination 
in the railroad field is found in Frank Presbrey’s The 
History and Development of Advertising (Garden City 
N.Y.: Doubleday, Doran & Co., Inc., 1929), p. 428: 
“In the ’80’s and early ’go’s in the West especially, it 
was customary for the railroads to contract for a large 
amount of advertising . . . and make payment in mile- 
age books. The result was that ticket scalpers’ offices 
were opened in the larger cities, where mileage books 
acquired by advertising agencies and publications were 
sold at large discounts. The cost of a trip west of Chi- 
cago or St. Louis depended largely on the skill of the 
buyer in bargaining. At one time . . . a shrewd bargainer 
could go from Chicago to Kansas City for one dollar 
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criminatory pricing since high overhead 
costs necessitate large volume of revenue 
if average costs are to be kept down; and 
discrimination may be utilized to bring 
about the necessary volume. 

In short, the tremendous amount of 
rate discrimination practiced by the 
railroads 75 years ago, particularly dis- 
crimination of the personal type, ap- 
pears to have been due not so much to 
monopoly control, but to intensive 
competition between lines, combined 
with the type of cost structure found in 
this industry, which makes it advan- 
tageous to seek traffic even at low rates. 
Specifically, railroads with their rela- 
tively heavy fixed capital burden and 
their unused capacity found it advan- 
tageous to accept traffic that they would 
not otherwise be able to obtain, at ri- 
diculously low rates, just so long as the 
rates quoted covered direct expenses and 
contributed something toward the fixed 
charges. 

While one may argue with some force 
that railroads are not typical of or- 
dinary competitive enterprise because of 
the degree of market control many of 
them enjoy, one is struck with the fact 
that even in the ordinary competitive 
retail trade, personal discriminatory 
pricing was generally practiced 75 years 
ago. 

Until replaced by the one price sys- 
tem, the retail seller, typically, with the 
cost price of the item in mind (indicated 
in code on the ticket attached to the mer- 
chandise), sized up a customer and 
asked a price much higher than he ex- 
pected to get. Then, through a process of 
individual bargaining between seller and 
buyer, a price finally was agreed upon at 
which a sale could be consummated. 


18 Although monopsonistic power was exerted by some 
shippers to gain particular concessions for themselves. 


According to one report, “The rules of 
the game were: don’t pay the first price 
asked; look out for yourself in bargain- 
ing; haggle and beat the seller as hard as 
you can.” The result was that each 
customer was likely to pay a different 
price, depending upon his appearance, 
astuteness, and income. 

Undoubtedly the activities of A. T. 
Stewart and John Wanamaker, while 
not the first operations under a one- 
price plan, lent a great deal of impetus to 
the change in operating methods gen- 
erally because of the size of their estab- 
lishments as well as the strict adherence 
to, and the publicity given, the policy.! 
At least three reasons underlay the 
change from a variable to an “‘invaria- 
ble” pricing scheme. (1) The attempt by 
some merchants (Wanamaker in par- 
ticular) to build public confidence by 
publicizing an “inflexible one-price pol- 
icy” backed up by a refund of the pur- 
chase price if the customer was dissatis- 
field. (2) The discovery that higgling 
was a time-consuming process and thus 
was inefficient to both consumer and 
merchandising establishment. (3) The 
realization that retail clerks (indispensa- 
ble in the large scale operations that 
were developing) could not be depended 
upon to “trade” as advantageously as 
the entrepreneur himself.!® 

The one-price policy made possible 
mass selling activities which were coming 


16 A statement attributed to John Wanamaker, found 
in Joseph H. Appel, The Business Biography of Fohn 
Wanamaker, Founder and Builder (New York: Macmil- 
lan Company, 1930), p. 51. 

17 Wanamaker advertisements of the period expressed 
the idea variously (Appel, idid.): “A fixed price marked 
in plain figures on each article and no deviation,” 
(p. 66); “That all customers buying at the same time 
should pay precisely the same price for the same qual- 
ity of goods,” (p. 68). 

18 See Paul H. Nystrom, Economics of Retailing, Vol. 
II, 3rd edition (New York: Ronald Press Company, 
1930), Pp. 476-477. 
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to the fore because selling could be dele- 
gated to relatively unskilled people and 
the owner could confine his activities to 
broader aspects of business manage- 
ment. 

The highly competitive Oriental mar- 
ket (in the sense of a meeting place of 
buyers and sellers) where bargaining ac- 
companies each trading transaction, 
offers a good example of a discrimina- 
tory pricing situation, even in the pres- 
ent day. No doubt members of our armed 
forces stationed in Eastern countries are 
finding this out.!* The Oriental vendor, 
instead of setting a single price on his 
offerings (which under perfect competi- 
tive conditions would have to approxi- 
mate the cost of production), attempts to 
obtain the full demand price of each 
buyer,2° asking an exceptionally high 


19 A letter to Life from an American soldier (appear- 
ing in the June 11, 1945, issue, p. 6) is interesting in this 
connection: “... There are, I think, more bootblacks 
in Cairo than in any other city of its size in the world. 
... They will follow a potential customer for blocks and 
sometimes miles, even though the shine may only get 
from one to three piastres (4¢ to 12¢).... [A certain] 
type of bootblack will not be satisfied with less than 
three to five piastres and often asks for American half 
dollars. The crowd that gathers as a result of the clamor 
and excitement caused by the villainous robber more 
often than not frightens the victim into paying the de- 
manded fee. But anyone who is wise enough to be firm 
and determined has little trouble....” 

This method of trading is by no means confined to 
vendors in Eastern countries. According to the laie 
Sgt. T. E. Beattie (“The American Soldier as a Pur- 
chaser in Southern Italy,” THE JOURNAL OF MARKET- 
inc, Vol. IX, No. 4, April, 1945, p. 385), “...in many 
areas [of southern Italy] several sets of prices may be 
in effect on like items at the same time. An article 
which would cost the American GI $20, for example, 
might sell to a British private for $15 and to a civilian 
for $10.” 

20 As one economist has said, “‘... the markets of 
modern commercial countries differ in a striking way 
from the type of market which we find, for example, in 
Eastern nations, where each individual transaction 
stands by itself, and the price is arrived at by an intri- 
cate process of bargaining and bluffing on the part of 
the buyers and sellers. The proprietor of an Oriental 
vazaar has no intention of treating all of his customers 
alike; he attempts to adjust the price which he asks in 


price of some (such as affluent American 
tourists)! and considerably less of others 
(such as more experienced travelers or 
natives). 

The actual price paid is determined 
through a process of higgling. If the 
buyer’s desire is intense, his income 
large, and his knowledge of the market 
imperfect; and if the seller is perceptive 
as regards the position of the buyer, a 
high price almost necessarily results. On 
the other hand, the impecunious, less 
intensely desirous, and better informed 
individuai could be expected to com- 
mand the product at “rock bottom.” It 
is not uncommon in such situations for 
relatively affluent foreigners to rely on 
apparently impecunious and better in- 
formed natives to make the actual pur- 
chase for them.” 

The foregoing has many parallels in 
our own present day economy (although 
modern mass merchandising—the 
Woolworth operation, for example— 
would be practically impossible if the 
price of each article had to be indi- 
vidually determined at the time of each 
sales transaction). Many secondhand 
shops are run on some such basis, each 





each case with a view to the probable wealth and as- 
tuteness of the customer....” N. J. Silberling, The 
Theory of Demand and Supply (processed) (Ann Arbor: 
Edwards Brothers, 1924), p. 3. 

21 Eliza Dunn (in her Rugs in Their Native Land, Lon- 
don: B. T. Batsford, Limited, 1910, p. 54) tells this 
story: “Some friends of mine went with a guest to one 
of the largest and finest rug stores in Stambul and were 
looking at some carpets. They were very naturally dis- 
cussing the relative merits of the different rugs in Eng- 
lish (the salesman also spoke English). They had not 
been there long when the proprietor of the store passed 
through the room and said in Turkish to the salesman: 
‘Double the prices, they are Americans and can afford 
to pay.’” 

22 Isabel Ingersoll Lockwood (Oriental Brasses, Glen- 
dale, California: The Arthur H. Clark Co., 1935, p. 21) 
tells this: “Two very interesting brass dragons con- 
fronted us from the deck of the steamer in the port of 
Shanghai, and when, by good fortune, a Chinese friend 
appeared, the price decreased as if by magic.” 








18 


THE JOURNAL OF MARKETING 





customer being treated according to the 
seller’s judgment as to his affluence, in- 
tensity of desire, and acumen. Much the 
same situation is found in ordinary 
times in the automobile market where 
one person (of low income and market 
wise) is given a substantial discount 
over another (who neither needs nor 
cares to bargain) through the granting of 
a higher trade-in allowance on his old 
car. 

In times of business inactivity when 
competition is unusually keen for the 
existing limited amount of business (e.g., 
during the slump of the early and middle 
1930's) even some of the better retail 
department and furniture stores find it 
necessary to grant discriminatory dis- 
counts through higher turn-in allow- 
ances to some than to others. These, of 
course, are examples of pérsonal rather 
than of group or class discrimination. 

It is not intended to suggest that price 
discrimination is compatible with pure 
and perfect competition. Indeed, dis- 
criminatory pricing would not be prac- 
ticable under such conditions because 
buyers informed of the many homogene- 
ous offerings in the market would not 
pay a higher price to one vendor than 
to any other. Also, a vendor would not 
need to make concessions to reach his 
optimum size because his individual de- 
mand curve would be infinitely elastic 
and he could sell as much as he pleased. 


2 Attempts have been made by the industry in the 
past to curb such discriminatory pricing because through 
its use competition is intensified. Some time ago the 
automobile dealers of a certain northern California 
county set up a scheme under which each agreed to 
report every trade-in offer to a central bureau, with the 
understanding that the dealers would then check with 
the bureau before consummating a deal and that no one 
would allow more for the trade-in than the figures rep- 
resenting the first offer. The result in some instances 
was that customers went outside the county to make new 
car purchases. Adding to the difficulty was the fact that 
some dealers, while seeming to adhere, would offer such 
things as special lighting equipment in lieu of higher 
monetary allowances. 


But this is just another way of saying 
that some imperfection must be present 
in the competitive picture if price dis- 
crimination is to be practicable; it does 
not argue for substantial control of sup- 
ply as a requisite of discrimination.™ As 
was suggested earlier, such imperfections 
may take the form of incomplete knowl- 
edge of the various offerings on the part 
of buyers in a particular market; they 
may take the form of spatial or temporal 
differences, or of effective product or 
service differentiation, to name only a 
few, all of which are typical of modern 
market conditions. It should be obvi- 
ous, therefore, that since such non-per- 
fect competitive conditions are ubiqui- 
tous, price discrimination might be ex- 
pected to prevail in almost any field of 
economic activity. 


PREREQUISITES OF PRICE 
DIscRIMINATION 


Theoretically, a pure monopolist (the 
sole vendor of a product for which there 
were no substitutes) might exact from 
each buyer the latter’s full demand price 
for each unit, refusing to sell to those 
whose purchases yielded additional rev- 
enue insufficient to cover marginal cost. 

However, several factors would limit 
the success of the practice of perfect dis- 
crimination even by a pure monopolist. 
(1) It would be impossible to find out 
precisely what the individual demand 
prices were; (2) those who were able to 
obtain the commodity at a low price 


* For example, Loyle A. Morrison (Spahr and others, 
The Economic Foundation of Business, also published 
under the title, Economic Principles and Problems, New 
York: Ray Long and Richard R. Smith, Inc., 1932, 
Vol. I, p. 422) says that “. . . intentional and continuous 
price discrimination ... arises only when and because 
the enterprises practicing the policy have an element of 
monopoly....” Joan Robinson, op. cit., p. 180, puts 
the thing more precisely when she says that, “if there 
is some degree of market imperfection there can be some 
degree of discrimination,” (All italics mine.) 
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might resell to those entitled to goods 
only at a higher price; and (3) the vendor 
would have difficulty exacting a high 
price for one unit urgently desired by an 
individual while accepting lower prices 
for other units less urgently needed (at 
least some of the increase in amounts 
taken accompanying decreased prices re- 
sults from multiple purchases by some 
individuals rather than from an entrance 
of new buyers). Thus even with com- 
plete control of supply the vendor would 
not be apt even to approach perfection 
in his discriminatory pricing activities. 

Actually, as stated earlier, complete or 
even substantial control of supply is not 
required for discrimination. The notion 
that monopolistic control is a requisite 
probably is in part a carry-over from an 
over-stress in economics until recently 
of the unrealistic perfect competitive 
analysis and its antithesis, pure monop- 
oly. Because of the underlying assump- 
tions in this type of analysis—homo- 
geneity of product and fully informed 
traders—there would be no way to exact 
different prices from different indi- 
viduals without control of supply. 

Looking at the thing from the stand-J 
point of imperfect rather than perfect 
conditions, the prerequisite features to 
the successful practice of price discrimi- 
nation are: 

1. Some knowledge on the part of the 
seller of the demand curve for the com- 
modity-service involved, assuming, as is 
most usual, that the discriminator is the 
seller; that is, some information—infor- 
mation developing out of experience, at 
least—on the way particular buyers or 
groups of buyers are likely to react to the 
prices at various points on the demand 
schedule. Without such knowledge, as 
was mentioned above, differential pric- 
ing may yield a smaller rather than a 
larger amount of net profit; or in the 
case of discrimination for non-economic 


purposes, benefits may be improperly 
distributed. 

2. Some sort of imperfection in the 
competitive situation—a small number 
of sellers, consumer preference for par- 
ticular brands, or absence of knowledge 
on the part of buyers, for example— 
which will preclude a shift in patronage 
by those from whom higher prices are 
exacted (a) to competitors’ product- 
services,® or, in the case of indirect dis- 
crimination, (b) to the discriminating 
seller’s lower priced offerings. 

3. Some practicable method of segre- 
gating the several market or demand seg- 
ments and of charging different patrons 
or groups different prices. This may not 
be accomplished simply on a basis of 
distinguishability, e.g, those with differ- 
ent colored skin or hair, because demand 
is not likely to be closely correlated with 
outward characteristics.” 

As will be seen in the second article 
of this series, this segregation-differen- 
tial treatment process may be ac- 
complished directly by treating different 
individuals (such as those with high in- 
comes as against those with low incomes) 
differently. It may be achieved semi- 
directly by treating different classes of 
patrons differently (such as service men 
and civilians). It may be accomplished 
indirectly by differentiating product- 
services (as between “premium” and 


% However, even if the seller enjoys a monopoly, he 
is not likely to be able to openly act in an arbitrary man- 
ner with impunity. If a monopolist decided to announce 
a schedule of prices which favored colored persons over 
white persons on the ground that the former had lower 
incomes, he might be faced with a serious public reac- 
tion. On the other hand, children may be treated differ- 
ently than adults, or service people than civilians, with- 
out any difficulty. This suggests that any publicly an- 
nounced discriminatory pricing policy must have a 
“justifiable” basis. 

% Although admitting all redheads free of charge to 
a ball game on the day the manager is honoring his 
redheaded pitching ace might be quite effective for 
publicity purposes. 
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“standard” quality items, for example) 
with the idea of inducing different re- 
sponses from those differently situated, 
economically and psychologically. 
While perfect discrimination (obtain- 
ing the full demand price for each unit 
from each customer) is impracticable 
even theoretically, discriminatory pric- 


ing on some less ambitious basis often is 
quite feasible in actual marketing opera- 
tions. The specific techniques which 
may be utilized in segregating markets 
are not only numerous but extremely di- 
versified; a discussion of these will con- 
stitute a major part of the second article 
in this series. 


MAJOR AREAS FOR MARKETING RESEARCH 
CHARLES F. PHILLIPS, Chairman 


Eprror’s Note: This report was presented to the Social 
Science Research Council following exploratory conferences 
held under the Council's auspices. It does not represent a 
program which has been adopted by the Council, but is 
published on the assumption that the conclusions reached 
at the conferences, even though preliminary in nature, will 
be of interest to JOURNAL readers. 

During the discussion at the conferences, there seemed 
to be a high degree of agreement on the points covered by 
this report, and several of the conferees reviewed the report 
when it was in draft form. Yet it should be understood that 
the report reflects general group opinion and does not 
necessarily represent the views of any single conferee. 


T THE invitation of the Social Science 
Research Council, a series of three 
all-day conferences were held at the New 
York office of the Council on July 6-8, 
1945. The first conference centered upon 
the theme “Major Marketing Problems 
in Consumer Goods Which Might Be 
Clarified and Aided by Scientific Re- 
search.” The second conference devel- 
oped the same theme concerning indus- 
trial goods, and the third concerning 
agricultural goods.! 


1 The personnel of each conference was made up of 
six individuals who attended all three conferences plus 
a number of individuals specifically interested in the 
field under discussion, as follows: 

1. Those attending all conferences: Charles F. Phil- 
lips (Chairman), Bates College; Reavis Cox, University 
of Pennsylvania; J. Frederic Dewhurst, Twentieth Cen- 
tury Fund; Roger Evans, Rockefeller Foundation; 
Stanley F. Teele, Harvard University; Roland S. Vaile, 
University of Minnesota; Paul Weebink, Social Science 
Research Council. 

2. Those additional individuals attending the Con- 
sumer Goods Conference: Wallace Campbell, Coopera- 
tive League of the U.S.A.; C. S. Logsden, Department 
of Commerce; Jerome Ney, Office of Price Administra- 
tion; Paul H. Nystrom, Columbia University; Q. For- 
rest Walker, R. H. Macy and Company; Lee Water- 
man, W. T. Grant Company. 

3. These additional individuals attending the Indus- 
trial Goods Conference: Quincy Adams, Economic Serv- 
ices, Inc.; Ralph Butler, Kendall Mills; Forrest Ram- 
age, Republic Steel Corporation. 

4. Those additional individuals attending the Agri- 
cultural Goods Conference: Henry B. Arthur, Swift & 
Company; Frank W. Cyr, American Institute of Co- 


From a consideration of the marketing 
problems of the field under discussion, 
each conference went on to develop a 
list of specific marketing research proj- 
ects which it believed would be of value 
in solving these problems. In this report, 
the proposed projects developed at all 
three conferences are listed. It should be 
noted that the aim of the conferences was 
to find broad areas of fundamental re- 
search, not specialized research for the 
benefit of one or two individual firms. 
Also, an effort was made to include 
projects which would lead to improve- 
ment in marketing research techniques. 


Mayor RECOMMENDATIONS 


1. Price Making Methods and Problems 
from the Management Point of View 


Pricing has long been considered as a 
—perhaps ¢he—central marketing and 
business problem. A large amount of 
material has been accumulated on the 
history of price movements. Economics 
texts are full of discussions of price 
setting under various conditions—com- 
petition, monopoly, and, in recent years, 
monopolistic competition. Government 
records, particularly those of the Federal 
Trade Commission and the Department 
of Justice, containing testimony on pric- 
ing practices are also voluminous. 

In spite of much discussion and re- 
search in this field, it is a fair statement 
that we still lack the basic, detailed case 
studies of price making which are neces- 
sary to a thorough understanding of the 
problems of pricing and, in turn, of the 
problems which grow out of various pric- 





operation; E. W. Gaumnitz, National Cheese Institute; 
M. P. Rasmussen, Cornell University; Warren C. Waite, 
University of Minnesota. 


21 








22 


THE JOURNAL OF MARKETING 





ing methods. Researchers have not yet 
sat in with management groups as pric- 
ing problems are being settled, and 
recorded what actually takes place. 

Such case studies would be particu- 
larly valuable at the present time when 
both business and government are mak- 
ing important decisions based on as- 
sumptions as to how prices are made and 
as to which pricing methods are “‘good”’ 
and which are “bad.” For example, the 
government is (1) attacking the basing 
point method of pricing as one which is 
“bad,” (2) encouraging price fixing in 
some fields through subsidies, on the 
assumption that this policy is “good,” 
and (3) making it possible for manufac- 
turers to control the retail prices of 
goods whose title has already passed to 
others, the assumption here being that 
competitive prices might result in loss 
of good will for the manufacturer’s 
brand. 

If we are to reach sound decisions as 
to the need (or lack of need) for govern- 
ment participation in price making, it is 
essential that we know more concerning 
the price-making process in specific firms 
and industries. 

To this end, it seemed to those par- 
ticipating in these conferences that we 
need a series of case studies—studies in 
which the researcher will “live” with 
price making executives—on how prices 
are set for consumer and _ industrial 
goods and services. We want this re- 
search to provide answers to such ques- 
tions as these: In establishing his price, 
how much attention does the large (and 
small) manufacturer (wholesaler and re- 
tailer) give to competitors’ prices? How 
much is he influenced by customary 
prices? Does he pay much attention to 
his costs? What, if any, is the part 
played by price leaders? How much co- 
operation exists among the various firms 
in a particular industry in the matter of 


price setting? What evidence is there 
that any particular firm is practicing 
price discrimination? What factors are 
leading it to follow such a policy? 


The practical value of such a series of 


case studies would be substantial. As al- 
ready mentioned, we would be in a better 
position to appraise governmental pol- 
icy concerning price—the Robinson- 
Patman Act, Federal Trade Commission 
actions, and so on. We could proceed 
much more easily to an analysis of the 
economic effects of sales-below-cost and 
resale price maintenance laws. But, 
aside from their possible effect on gov- 
ernmental policy, these studies might 
prove of aid to business firms. They 
might result in improvements in cost ac- 
counting procedures which would lead 
to better pricing practices. A careful 
analysis of pricing by successful firms 
might be helpful to less successful firms. 
Finally, the economist’s ideas—devel- 
oped largely from abstract reasoning— 
could be tested and proved true or 
“found wanting.” 

Concerning agricultural prices, it was 
felt that studies should be limited to 
price establishment for four commodi- 
ties: milk, butter, eggs, and meat. These 
studies should give an adequate sample 
of the field. In view of the importance of 
government support programs in the 
agricultural field, it was felt that a care- 
ful analysis of the implications of such a 
program for these commodities should 
be made. 


2. Surplus Farm Products 


In one form or another, the problem 
of surplus farm products has been with 
us since the end of World War I. While 
this problem is far broader than the 
field of marketing, many attempts have 
been made to aid in its solution by ap- 
plying certain techniques to “‘surplus” 
goods while in marketing channels—for 
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example, the food stamp plan, the school 
lunch program, various market support 
schemes, marketing agreements, and ex- 
port and other subsidies. In view of the 
probability that the surplus problem will 
be accentuated as war-devastated coun- 
tries return to agricultural production, 
we recommend a two-part study, as fol- 
lows: 

First, a careful background study of 
the surplus problem in two or three 
fields. Such a study would provide the 
basic material upon which a sound solu- 
tion might be built. It would deal with 
such questions as: What is a surplus? 
What brings it into existence? What are 
the consequences of its existence? How 
long and to what degree can it exist be- 
fore something must be done about it? 

Second, an examination and appraisal 
of the marketing “solutions” to the sur- 
plus problem which we have used—spe- 
cifically those mentioned in the first 
paragraph of this section. Such a study 
should provide the basis for decisions as 
to whether these programs should be 
continued and as to what alternative 
policies might be desirable. 


3. Labor Unions and Marketing Costs 


A completely frank analysis of the re- 
lation of labor unions to marketing costs 
is needed. For cxample, prior to the war 
there was a concerted drive on the part 
of the unions to reduce the working 
hours and increase the pay of employees 
in the marketing field, a drive which was 
successful in many sections of the coun- 
try. What was the impact of this drive on 
marketing costs? 

Or again, during the war period a 
number of programs were put into effect, 
looking toward a reduction in marketing 
costs. Milk delivery was put on an 
every-other-day basis. Delivery services 
of department stores were cut. It seems 
likely that labor unions may resist the 


continuation of some of these wartime 
economies. If they do, and if their re- 
sistance is successful, how will marketing 
costs be affected? 

Finally, what would be the effect of 
possible union resistance to the spread of 
certain of the newer labor saving tech- 
niques in marketing which are being de- 
veloped, such as pre-cut meats and 
frozen food distribution in quantities? 

We wish to make it clear that we have 


no anti-union bias in recommending this 


study. We recognize that even if labor 
union practices did increase marketing 
costs, this alone would not be evidence 
that such practices are undesirable. It 
might well be that certain other advan- 
tages would far offset this disadvantage. 
We are recommending merely the de- 
velopment of the best possible statistical 
measure of this one aspect of the labor 
union problem, an aspect which has not 
hitherto been examined with sufficient 
care. 


4. Cooperation in the Marketing Field 


Cooperation in marketing has long 
existed in a number of forms. At the 
production level, manufacturers have 
formed trade associations to carry out 
such activities as standardization of 
goods, group advertising, group repre- 
sentation in transportation matters, and 
standardization of credit terms; while 
farmers have organized cooperatives as a 
means of marketing their products. At 
the distribution level, trade associations 
and retailer and wholesaler cooperative 
organizations have been formed. Finally, 
consumers have formed cooperative mar- 
keting organizations to serve themselves. 

While all of these forms of cooperative 
activity need study, we believe that the 
consumer cooperative should be investi- 
gated first. We reach this conclusion be- 
cause of the current wide-spread interest 
in and discussion of consumer coopera- 
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tives, because it is a rapidly developing 
field, and because there is a scarcity of 
unbiased material concerning it. 

The study we recommend would not 
only describe the cooperative’s growth 
in this country—its origin, operating 
methods and policies, costs, services or 
functions—but would also include an 
analysis from the consumer’s point of 
view. What are the factors—economic, 
sociological, psychological—which cause 
him to be interested in cooperatives? In 
other words, why does he buy at the 
cooperative store? 


5. Buying Habits, Attitudes, and Motiva- 
tion 

In view of their importance, it would 
be strange indeed if a conference of this 
type did not result in some recommenda- 
tion concerning buying habits and atti- 
tudes. Why does a customer prefer one 
store instead of another? The products of 
one manufacturer instead of those of a 
competitor? A certain kind of merchan- 
dise instead of another, for example, an 
automobile, rather than a new living 
room suite? Some understanding of these 
matters is clearly essential if the manu- 
facturer and distributor are to meet the 
wishes of the consumer. 

In spite of considerable work in this 
area, we have not progressed much be- 
yond the point of listing or classifying 
some of the factors which enter into a 
determination of buying habits. For ex- 
ample, we can list the reasons given by 
consumers as to why they prefer brown 
eggs to white eggs, or company A’s store 
to B’s store; but how accurate are the 
reasons they give? Are not certain other, 
and perhaps even more important, 
reasons not stated? Here, it seems to us, 
we come to the heart of the problem. 
We need to make every effort to develop 
new quantitative measures of these fac- 
tors which at present are not measur- 


able. Such a study would begin with a 
careful appraisal of the research tech- 
niques now used to find out what con- 
sumers buy and why; it would then pro- 
ceed to develop ways of measuring these 
factors. 

In proposing this particular study we 
realize that we may be asking the im- 
possible—perhaps no quantitative meas- 
ures can be discovered. However, the 
problem of buyer motivation is so central 
to marketing and the field of economics 
as a whole that we think the effort 
should be made. 


6. Standards for Consumer Goods 


To determine ways of measuring con- 
sumer wants is not enough. We must also 
establish ways of measuring the qualities 
of the things the consumer desires. To be 
specific, assume for a moment that by 
some kind of quantitative test it is de- 
termined that ability to give protection 
from cold is the dominating factor in the 
consumer’s mind in selecting a blanket. 
At once we face another problem: how 
can we develop a means of measuring the 
protection-from-cold qualities of a 
blanket? Or, in more general terms, how 
do we measure the presence of the quali- 
ties desired by the consumer? 

Even if we can develop ways of meas- 
uring these qualities, still another prob- 
lem remains: how can the consumer be 
satisfactorily informed concerning the 
desired qualities which are measurable? 
Should it be by informative labelling, 
use of a government grading system, or 
in some other manner? 

In brief, we believe a series of com- 
modity case studies is needed in an 
effort to answer these questions: 

(1) What are the qualities desired by 

the consumer? 

(2) How can the presence or absence 

of these qualities be ascertained? 

(3) How can information concerning 
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the presence or absence of these 
qualities be made clear to the con- 
sumer? 

We wish to add a word of caution con- 
cerning the possible conclusions to which 
such a study might come. Experience 
with wartime regulation makes it clear 
that regulations which are not both ad- 
ministratively feasible and enforceable 
are frequently worse than no regulations. 
Consequently, if as a result of such stud- 
ies, compulsory grade labelling, for ex- 
ample, seemed desirable, we would urge 
that the feasibility of its enforcement 
and administration be investigated care- 
fully before a final conclusion or decision 
were made. 


7. Appraisal of Periodic Marketing Data 


During recent years an appreciable 
amount of periodic data has for the first 
time become available to marketing 
men. Every day hundreds of important 
business decisions are being based on 
these data—and these decisions are im- 
portant not only to the owners of the 
companies, but to their employees and 
customers. Even a casual acquaintance 
with these data will lead to the conclu- 
sion that much improvement is possible. 
Consequently, we believe it is time for 
some independent agency to examine 
them with a critical eye. 

In view of the particular importance 
which attaches to the Census of Busi- 
ness, we believe this should receive at- 
tention first, according to the following 
steps. 

(1) An investigation as to who uses 
Census data, with what needs and 
for what purposes. 

(2) How adequate are the present 
Census data to meet these needs? 

(3) How can they be improved to 
meet better the purposes estab- 
lished under (1)? 

While primary emphasis should be 


placed on the Census of Business, if pos- 
sible the study should be broadened to 
include the Census of Population and the 
Census of Manufactures, as well as 
other governmental and _ nongovern- 
mental periodic data. Consideration 
should also be given as to how these data 
can be made more available to industry. 
In this connection, consideration should 
be given to the part which business 
groups should play, as well as that of the 
government. 


8. Distribution Cost Trends 


Securing knowledge as to what is ac- 
tually happening concerning any prob- 
lem is a first step in the problem’s 
solution. On every side one can hear dis- 
cussions of the problem of the “high cost 
of distribution,” yet we actually know 
very little about the history of marketing 
costs over the last several decades. We 
have fragmentary data for a long period 
of years covering a few distributors; 
data for a relatively few years covering 
a sample of firms in a limited number of 
fields; and mass data for Census of 
Business years. 

But there are many data which have 
never been assembled—in the records of 
individual firms and in studies by firms, 
individuals, and research bureaus. It was 
the unanimous conclusion of all three 
conferences that the compilation and 
analysis of all possible data—broken 
down by types of commodities, by kinds 
of distributors, and by functions—would 
be a most important step toward reduc- 
ing the cost of distribution. As a further 
step in this direction, it is recommended 
that a comparable compilation and 
analysis be made periodically, perhaps 
every five years. 

In making such a compilation and 
analysis, we offer these specific sugges- 
tions: 


(1) Since there is a constant shifting 
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of functions among various parts 
of the channel of distribution, care 
should be taken to “spell out” 
all such shiftings. Otherwise cost 
comparisons over time would be 
meaningless. 

Special emphasis should be placed 
on the area of the manufacturer’s 
marketing costs, since there is 
little information available in this 
area. 

Absolute cost as well as percent- 
age cost should be used. 

Since cost variations are so great, 
in addition to average costs we 
need frequency distributions of 
costs. 


9. Channels of Distribution 


Channels of distribution for goods are 
so fluid that case studies of them are al- 
ways essential if knowledge is to be cur- 
rent. Moreover, especially for industrial 
goods, our knowledge of some types of 
middlemen in the marketing channels of 
even five years ago is extremely limited, 
to say nothing about changes since then. 

Since knowledge as to kinds of middle- 
men in various trade channels, their 
functions, and their costs is funda- 
mental to improvement of trade chan- 
nels, we recommend a series of case 
studies of trade channels of individual 
firms in all three fields—consumer, in- 
dustrial, and agricultural goods—but 
with emphasis on industrial goods firms. 
Such studies should throw much needed 
light on the advantages and disadvan- 
tages of both vertical and horizontal in- 
tegration. 


SeconpDary List or Projects 


In addition to the foregoing major 


recommendations, our discussions dis- 
closed many other areas for marketing 
research. Some of these areas are perhaps 
more important than those included in 
our recommendations, but are omitted 
here since they are already being inves- 
tigated. The others, which from a mar- 
keting point of view are dernitely less 
important than those listed above, are 
suggested by the topics which follow: 

1. The nature and cost of competition 
in the modern economy. We believe that 
we need a large scale study of this topic 
and we understand that such a proposal 
has already been discussed at the Social 
Science Research Council. Obviously, in 
such a study marketing considerations 
would play only a part. We urge that this 
study be made. 

2. Aseries of historical studies of spe- 
cific marketing organizations. 

3. The nature of inter-regional trade 
and the geographic distribution of mar- 
_— agencies. 

. A study and analysis of mercantile 
cipaie. As one specific aspect of this 
study, the retention or revision of Regu- 
lation W should be included. 

5. The development of unified whole- 
sale terminal marketing facilities for 
agricultural products in major cities. 

6. Efforts of industry to meet con- 
sumer wants concerning packaging and 
containers. 

7. A historical study and analysis of 
reciprocal trade agreements. 

8. An appraisal of the Federal Trade 
Commission’s activities insofar as they 
relate to the field of marketing. 

g. The effect of changes in methods 
of transportation on marketing. 

10. The taxation of cooperative enter- 
prise. 














Eprror’s Note: This case study should stimulate dis- 
cussion by readers as to whether normal growth patterns 
exist in their businesses and whether it might be desirable 
to consider developing and using normal growth curves in 
their operations. 


uR company has found that the 

process of attaining its share of a 
given market with new specialty prod- 
ucts seems to follow a normal growth 
pattern. This pattern of growth seems 
to be of considerable help in planning 
and in checking progress on new prod- 
ucts. By specialty product, we mean a 
textile product which represents a spe- 
cial weave, finish, size, shape, or put-up 
developed to serve some special purpose 
better than standard textile fabrics gen- 
erally available. 


Our GrRowTH CurRVE For NEw 
SPECIALTY Propucts 


Most readers will be familiar with the 
very excellent references on growth 
curves in statistical texts.! The present 
discussion is concerned with a rather sim- 
ple application of the principles of 
growth curves (as commonly applied to 
long-time population trends or similar 
subjects) to the specific short term prob- 
lem of attaining one’s share of a given 
market for a new specialty product. 

A single basic growth pattern seems 


*Now Marketing Consultant, McKinsey & Com- 
pany, Management Consultants, Boston, Massachu- 
setts, 

1See F. C. Mills, Statistical Methods Applied to Eco- 
nomics and Business (New York: Henry Holt and Com- 
Pany, 1938), page 72 and pages 667 to 680; W. A. Neis- 
wanger, Elementary Statistical Methods as Applied to 
Business and Economic Data (New York: Macmillan, 
1943), Pages 493-95, 526, 535-536; or others. 


GROWTH PATTERNS FOR NEW SPECIALTY 
PRODUCTS: A CASE STUDY 


RALPH BUTLER* 
Kendall Mills 


to fit the growth of our various new spe- 
cialty products if we express this pat- 
tern in terms of the time rate appropri- 
ate to any given product. Our basic 
curve consists of “per cent of objective 
to be attained” plotted against years and 
looks something like Chart I. By “per 
cent of objective” we mean the per cent 
that units sold in any given year are of 
the total number of units representing 
the share of the total potential market. 
we have set as our objective. 

This concept of a normal growth pat- 
tern for new specialty products resulted 
from discussions of three or four mem- 
bers of our organization several years 
ago. They felt that a growth pattern 
might give a better prediction of sales 
growth for new items than a straight 
line forecast, an arbitrary percentage in- 
crease each year, or other methods of es- 
timating. A new fabric offered an op- 
portunity to give expression to their 
thinking. Experience with the new mer- 
chandise was consistent with their pre- 
diction. Actual results with other arti- 
cles have illustrated the usefulness of 
this concept. 

Product units are converted to “per 
cent of objective” to facilitate use of this 
curve for any product. This puts all 
products on a comparable basis by doing 
away with unlike units such as yards, 
pounds, dozens, cases, and so on. It 
avoids differences of magnitude such as 
an objective of 100,000 cases on one 
product and 5,000,000 yards on another. 
It eliminates differences in the share of 
the market which is our objective, which 
might be 95 per cent on one item, 30 per 
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cent on another, and 60 per cent on an- 
other. 

Through market research and analy- 
sis, We arrive at estimates of total poten- 
tial markets, of our eventual share of 
the total market, and of the time in 


tion were five years, the first year inter- 
val would come where the second is in 
Chart I, the second year interval would 
come where the fourth is, and so on. 
In the cotton textile business volume 
fluctuates from year to year, with a cer- 
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Cuart I. NormaAt GrowTH Pattern 
(For Objective Attained in 10 Years) 


years it should take us to get there. 
With this information, the growth curve 
tells us what the pattern of growth usu- 
ally is for our new specialty products 
between the start and finish line. 

The forecast of the time in years (or 
the rate of accomplishment) to reach 
our objective may differ for each prod- 
uct. We simply divide the total time 
span on the basic growth curve into an 
equal number of segments for the num- 
ber of years to reach our objective. For 
example, if a product was estimated to 
take ten years, the time scale would be 
as shown in Chart I. If the time predic- 


tain amount of alternating better and 
poorer years. For this reason, we find it 
helpful to use a three year moving aver- 
age of units sold (see Charts II and III) 
for comparing actual results with our 
normal growth curve. 


THE REASONABLENESS OF THE 
NorMAL GrRowTH PATTERN 


A normal growth curve seems reason- 
able for our new specialty products be- 
cause of the general type of industry we 
are in, the relation of our new specialty 
items to our existing business and our it- 
dustry, and the similarity or consistency 
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in our programs for marketing new spe- 
cialties. 

Kendall Mills is in the cotton textile 
industry which is a somewhat mature in- 
dustry with fairly well organized opposi- 
tion to change and fairly conservative 
ideas as to the type and extent of promo- 

Per Cent 
or 
Od jective 
100 


markets. The market is skeptical of the 
new specialty item and has to be shown. 
After sufficient time has elapsed to es- 
tablish the basic soundness of the prod- 
uct, build demand for it, and provide 
adequate supply through proper chan- 
nels of distribution, then a new specialty 
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tional activities which should be un- 
dertaken. Many markets involve high 
volume but at prices that are so ex- 
tremely low that little if anything is 
available for sales promotion. 

Under these circumstances, we think 
it is somewhat reasonable that growth on 
new specialty goods should follow the 
trend it does. Established merchandise 
firmly entrenched at lower prices keeps 
our new specialty products from making 
sudden large inroads in their potential 


fabric gathers momentum before level- 
ing off at its appropriate share of the 
total market. This appropriate share may 
be a question of income levels, differing 
tastes, competition, and other factors. 
New specialty products introduced by 
Kendall Mills in general have a peculiar 
relationship to our existing business. Our 
business is essentially a very staple busi- 
ness in more than five different fields or 
merchandise lines. The staple business 
represents large volume bread-and-but- 
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ter fabrics priced competitively, de- 
pending for market position on superior 
quality secured through research and 
superior uniformity secured through 
production controls. A new specialty 
item is aimed at a given segment of the 
market for one of our merchandise lines 
where there is an opportunity for a de- 


Per Cent 
ft 
Objective 


tions to suit each article. First, the idea 
is developed by research into as sound a 
product as possible and, if feasible, with 
exclusive features to guard against imi- 
tation. Then the market is surveyed, the 
item tested in use, and test sales are con- 
ducted in order to come up with the final 
form of the article and a sales plan. The 
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luxe fabric or one which renders a pe- 
culiar service. The new article may dis- 
place a small portion of our own or some 
competitor’s staple volume, or it may 
establish us in competition with suppliers 
of our customers who were not previ- 
ously competitors. 

As mentioned above, there is consid- 
erable similarity or consistency in our 
programs for marketing various new 
specialty items, with individual varia- 


product is then released for sale with 
modest trade and consumer advertising 
and reasonably strong missionary sales 
support in important markets. The con- 
sistent use of this same approach for 
different items helps us accept the rea- 
sonableness of a single basic normal 
growth curve. 

To make clear that rate of growth or 
progress in time intervals varies from 
one fabric to another, the actual results 
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on two of our specialties, designated as 
Product A and Product B, are shown in 
Charts II and III. As indicated, one 
item may take ten years to reach our ob- 
jective while another may require only 
six years. 


Ways or Usinc THE NoRMAL 
GROWTH PATTERN 


In the process of evaluating the op- 
portunity for a new product and project- 
ing the sales expectancy for it over the 
first few years, we find it very helpful to 
refer to the normal growth pattern as an 
aid to our thinking. If, for example, we 
wish to include in a recommended pro- 
gram for a new product the sales ex- 
pectancy for the first ten years as com- 
pared with sales promotion costs and 
profit returns, we usually first refer to 
our ultimate objective for the product, 
which would represent a given level of 
unit volume. 

This given level of unit volume would 
be dependent upon our estimates of the 
potential market for the product and the 
share of that market which we would 
hope to get eventually. An estimate of 
the time it would take us to attain this 
objective would be made. 

If we expect to attain our objective in 
five years, our analysis by years would 
show growth for the first five years in 
terms of the normal growth pattern, 
with the level for the remaining five 
years in terms of having accomplished 
our objective and held that position dur- 
ing this period. On the other hand, if we 
estimated that it would take us fifteen 
years to accomplish our objective, our 
analysis for the first ten years would indi- 
cate sales volume as represented by the 
first two-thirds of the normal growth 
pattern. 

_We feel that distributing our sales es- 
timates for each year in terms of this 
pattern is more realistic than taking 








some arbitrary basis such as Io per cent 
the first year, 20 per cent the second 
year, 30 per cent the third year, and so 
on. The arbitrary method would appear 
to over-estimate actual growth during 
the first half of the period in which we 
were attaining our ultimate objective 
and tend to under-estimate actual re- 
sults in the latter period. 

After the product has actually been 
launched, the normal growth pattern set 
up for the sales estimates for the first 
ten years is very helpful as a check 
against actual progress to date at any 
time and also in estimating future 
progress. If estimated growth is defi- 
nitely on the low side compared with 
actual, we can then look at our actual: 
faster rate of growth in terms of what it 
really is. 

If over a period of time, this faster 
growth has followed our normal growth 
pattern, it may indicate that we were 
pessimistic in anticipating how rapidly 
we could accomplish our ultimate objec- 
tive. This, in turn, would involve a re- 
consideration of the factors we use in de- 
termining the period of years we felt it 
would take us to reach our ultimate ob- 
jective. Have we under-estimated con- 
sumer preference for the product? Have 
events transpired to weaken competi- 
tion? Are previous competitive products 
no longer available? Other similar ques- 
tions might be considered. 

On the other hand, if we have had 
faster than estimated growth but it is 
represented by a peak which we sud- 
denly reach and which then holds level 
until we have passed through the length 
of time we would expect it to take to 
reach that level with our normal growth 
pattern, this may be an indication of 
some unexpected developments in our 
merchandising program or sales ac- 
complishments. 

As a matter of fact, this actually hap- 
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pened in the case of one product we had 
originally planned to distribute entirely 
for ourselves but which appealed 
strongly to a distributor of competitive 
products who already had built large 
distribution. Securing the cooperation of 
this distributor was equivalent to ac- 
quiring a fully established business to 
the extent of his market. However, as his 
market represented a good share of what 
we would have built our growth on nor- 
mally, securing it was merely the equiva- 
lent of getting ahead of our normal 
growth pattern temporarily, and in due 
course of time we proceeded from this 
level according to the normal growth 
pattern. 

There are two other ways in which we 
find this growth pattern helpful in 
evaluating progress and estimating fu- 
ture development. The first is recogniz- 
ing slower than estimated growth for 
what it actually is. We may have been 
over-optimistic in our estimate as to the 
number of years it would take us to 
reach our ultimate objective. On the 
other hand, in certain cases there may be 
necessary more drastic action than just 
readjusting our sights on the length of 
time it will take us to reach our objec- 
tive. 

For example, if we find that we are 
not following our estimated growth pat- 
tern on a slower basis but that we just 
level off at an exceedingly low point, we 
look further for basic factors in our mar- 
keting operation. A given product may 
be faced with terrific competition from 
some new item which either makes ob- 
solete or diminishes to a great extent 
the superiorities of our product. 

On the other hand, we may have a case 
where we have engineered too much 
quality into our product, necessitating 
too high a market price when the con- 
sumer prefers some product which is 
thoroughly adequate although less scien- 


tifically beneficial and prefers the more 
practical product at a much lower price. 
In this case appropriate action must be 
taken to adapt the product or the sales 
promotion program. 

There is a second way in which study 
of our actual growth against the normal 
growth pattern can be helpful to us. If 
we follow the normal growth pattern for 
a good share of the estimated period to 
reach the expected share of the market, 
but then we suddenly level off, this is a 
good indication that we may have over- 
estimated our eventual share of the 
market. 

However, there is nothing final about 
such a situation. A quick check at this 
point on the way your competitor is pro- 
moting and selling his product, and what 
the ultimate consumer thinks of the 
product and what his preferences are in 
its use, may give you a clue as to what 
steps can be taken fairly easily and prop- 
erly to get back on the path toward 
reaching your ultimate objective. 

Conversely, your ultimate objective 
may prove to be too low: you may fail 
to level off at your expected share of the 
market, indicating that you have a 
stronger product than you anticipated, 
or that your promotion methods are 
stronger in their given competitive mar- 
ket, and that the product would justify 
greater promotional investment than 
originally budgeted. 


OrHeER USEs 


The normal growth pattern may be a 
helpful tool in still other ways. Under 
abnormal conditions of supply and de- 
mand you may wish to interpret sales 
volume in terms of what it should be 
normally. For instance, if you suddenly 
have a terrific spurt due to a general 
boom in business conditions, you may 
wish to know how much of this is actu- 
ally normal growth and how much is 
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plus-volume you probably stand to lose 
under more normal conditions. 

Let us assume for example you are 
seeking tax relief under Section 722. You 
must first establish that your excess 
profits tax is excessive and discrimina- 
tory, and secondly you must establish a 


Per Cent 
or 
Objective 
60 -~ 


based on a two-year push back for a new 
product launched in one of the base 
years, 1936 to 1939, a normal growth 
pattern enables you to have a better 
understanding of what volume levels you 
could have expected to reach with two 
years additional growth. In other words, 
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fair and just measure of normal profits. 
A comparison of actual sales results 
under war-boom conditions with ex- 
pected sales in terms of a normal growth 
pattern enables you to separate normal 
growth from plus-volume due to boom 
conditions. 

Also, in connection with tax relief 


a normal growth pattern provides a 
bench mark as to what a sound basis for 
normal profit return might be. 

A further use of the pattern is in con- 
nection with the perfectly normal desire 
on the part of every company to do a 
better sales promotion job and to seek 
faster progress with new products. The 
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use of a normal growth pattern over a 
period of time for various products 
might well indicate the need for a real 
change in the way a company develops 
its markets for new products. The nor- 
mal growth pattern may be unsatisfac- 
tory and this may suggest the need for 
increased advertising budgets to get to 
the more profitable volume levels 
quicker, or it may indicate the desirabil- 
ity of using some other tool as a profit- 
able investment in terms of speeding up 
the rate of progress towards securing 
one’s share of a given market. 

For example, we were able to measure 
the effectiveness of a change in the mer- 
chandising program for one product 
which had been creeping along at a given 
rate of progress, but following the normal 
growth pattern over a period of years. A 
radical change in merchandising was de- 
veloped for it. After this change, the 
product still followed the normal growth 
pattern but at a rate just twice as fast 


as with the previous merchandising pro- 
gram. This change in rate is indicated in 


Chart IV. 


CONCLUSION 


We have found that the construction 
and use of a normal growth curve is help- 
ful in the following connections: more 
precise prediction of sales accomplish- 
ment, better understanding of actual 
progress, a guide to the need for correc- 
tive action or the opportunity for profit- 
able use of promotional funds, a means 
of discounting temporary market dis- 
tortions, and a bench mark for normal 
profit returns in connection with base 
periods for tax purposes. 

Similar normal growth patterns may 
exist in the operations of other firms. 
Consideration of this possibility might 
be a profitable field of study for com- 
panies interested in developing and using 
normal growth curves in their opera- 
tions. 
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Epiror’s Note: Some postwar marketing thinking ap- 
pears to be based upon the currently popular theory that 
spending is the key to prosperity and that the tendency to 
save is a menace which can be overcome only by aggressive 
and heavy spending by governments. The author questions 
the soundness of this widely accepted theory which stems 
from Keynes’ General Theory of Employment, Interest 
and Money (7936). 

It is interesting to note that the fundamental assump- 
tions and reasoning of what is called the Keynes’ Theory 
were formulated and published 16 years before Keynes by 
Dr. Hahn in his Volkswirtschaftliche Theorie des Bank- 
kredits (7920), and that in his third edition (1930) Dr. 
Hahn had already found the original thesis untenable and 
had modified it six years before it was set forth independ- 
ently by Keynes. 

Remarks on Dr. Hahn's priority are to be found in 
Gottfried Haberler, Prosperity and Depression (7939), 
Wilhelm Lautenbach, “Zur Zinstheorie von Fohn May- 
nard Keynes,” in Weltwirtschaftliches Archiv (Vol. 45, 
1937), Heimann, History of Economic Doctrines (7945), 
and others. 


URING the war saving was consid- 
D ered a decided virtue. The war loan 
drives emphasized the necessity of sav- 
ing and stressed its beneficial effects. 
Correctly so, for if the huge purchasing 
power created by a government’s war 
expenditures is not counterbalanced by 
restraints in private spending, inflation 
must ensue. 

There is no doubt, however, that after 
the extraordinary wartime and post 
wartime expenditures have ceased, the 
inimical attitude towards saving of pre- 
war days will prevail again. Once more 
we shall hear that saving diminishes the 
so-called “‘effective’’ demand for goods 
and, therefore, employment—in short, 
that saving is a sin. Again those will be 
ridiculed who adhere to the conservative 
opinion that saving does not reduce 
“effective demand,” and that increased 


spending by governments or private 
individuals is no palliative able to restore 
demand and employment—in short, 
that saving remains a virtue. 


THE EFFECTS OF SAVING ON EMPLOYMENT 
AND CONSUMPTION 
ALBERT HAHN 


To find a correct answer in this sin or 
virtue dilemma is obviously of the high- 
est importance. For on this answer de- 
pend not only the decisions of individ- 
uals in many questions of everyday 
life and the decisions of governments on 
questions of economic and tax policy. 
On this answer depends also the decision 
as to whether essential parts of our civic 
ethics still are valid. Is it still “ethical” 
to provide for a future rainy day, for old 
age, for the education of one’s children, 
by curtailing present consumption? 

Saving is still a virtue and not a sin. 
Ten or fifteen years ago it would have 
been neither necessary nor difficult to 
convince the public that the war loan 
slogans on the advantages of saving hold 
good also in peace times. The “virtue” 
argument was solidly entrenched. Sav- 
ings were considered indispensable to 
economic expansion and progress, and 
the layman was trained to follow the 
explanation and the proof of the argu- 
ment even there where it did not lay on 
the surface. 

Things have changed in the mean- 
while. Lord Keynes, that great exag- 
gerator of partial truths, laid the founda- 
tion of what is called the ‘ ‘mature econ- 
omy theory.” And that theory, in turn, 
gives support to all “spending-is-a-vir- 
tue” theories. 

A host of writers have considered it 
their duty to exaggerate Keynesian exag- 
gerations still further and to vulgarize 
them in order to popularize them. The 
result is that the fundaments on which 
our economic, political, and moral de- 
cisions seemed to rest solidly have been 
shaken. Our sentiments, concepts, and 
convictions have become thoroughly 
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confused. Yesterday’s virtue is today’s 
sin. 

To fight against this modern trend is 
neither easy nor popular. For the public 
at large seems to have forgotten how to 
weigh economic problems in an unsophis- 
ticated common sense way. which was 
the way of the English classicists, es- 
pecially of Adam Smith and David 
Ricardo. And a theory that recommends 
prodigality of public and private house- 
holds as an easy way out of difficulties 
is, of course, more palatable than one 
which calls for thrift. However, too much 
is at stake to forego the fight against 
what in the long run can only have dis- 
astrous consequences. 

Let us begin by describing the classical 
and the prevailing concepts as simply as 
we can. 


THE CLAssicaAL CONCEPT 


According to the classical concept of 
the problem of saving—as of most eco- 
nomic problems—the interests of the in- 
dividual and of the community are in 
full harmony. He who saves serves his 
own as well as the nation’s welfare. 

He improves his own welfare because 
saving means the transfer of means for 
consumption from the present, where his 
earnings are ample, into the future where 
his earnings may become scarce through 
old age and sickness. Furthermore, sav- 
ing will increase his means as a result of 
the interest he receives. 

The nation as a whole, on the other 
hand, benefits from savings since these 
savings are paid into a bank or some 
other reservoir of money from which an 
employer may borrow for productive 
purposes, for instance to buy machinery. 
This means a change in the direction of 
productive activity. 

Through saving, production is di- 
verted from goods for immediate con- 
sumption to goods which cannot be con- 


sumed themselves, but with which con- 
sumer goods can be produced. Production 
is diverted, as one is used to say, from a 
direct to a roundabout way of produc- 
tion, or “long” production way, where 
the end-product is available for con- 
sumption only after substantial delay. 

The roundabout way of production 
has the advantage of greater productiv- 
ity. Let us assume—the example is eluci- 
dating although not very realistic—that 
100 men are able to produce 1,000 shoes 
in the course of a year when working 
with their hands. If, however, for one 
year these 100 men produce shoe manu- 
facturing machines and for the second 
year produce shoes with the help of these 
machines, then the net result of their 
work will be not 1,000 shoes a year, or 
2,000 in two years, but 20,000 shoes or 
even more. 

But the labor put originally into the 
production of the manufacturing ma- 
chines is available for consumption in the 
form of shoes only after the second year 
—even if we assume that the machines 
are fully worn out and amortized after 
one year’s use. Furthermore, during the 
second year production needs twice the 
amount of capital. Formerly the em- 
ployer had to pay wages only for one 
year; now he has to lay out the wages for 
the first and the second year until he can 
recoup them by sales of the shoes. Pro- 
duction has become more capitalistic. 

The high productivity of the more 
capitalistic production methods has fur- 
ther favorable effects. Because much less 
labor is required per unit of production, 
the employers can—and by competition 
are forced to—pay interest on the capital 
borrowed, to raise wages, and to lower 
prices. The standard of living of the 
nation rises. 

This process is renewed over and over 
again, because increased savings permit 
primitive direct methods of production 
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requiring small amounts of capital to be 
replaced by roundabout indirect meth- 
ods requiring large amounts of capital. 
Colonial and pioneer nations realized 
this when they tried to import as much 
capital as possible, from older nations 
with a high rate of saving, into their 
young country which had a low rate of 
saving. And the United States realized 
it and imported huge sums of foreign 
capital to build railroads. 

Those who look upon the effect of 
saving in this way will of course regard 
everything as favorable that increases 
savings. They will, for instance, regard 
an inequality of income as perhaps un- 
just but never as harmful to the econ- 
omy, for it is easier to save out of high 
incomes than out of low ones. Their de- 
cisions in many questions of daily life 
will be influenced by such a sympathetic 
attitude toward saving. They will be- 
come forcibly “Puritan” and will try to 
influence their surroundings and espe- 
cially their children in a puritan spirit. 

Likewise, they will consider thrift as 
an important, if not the most important, 
duty of government finance. The thrift- 
ier the government, the lower will be 
the taxes on production and consump- 
tion. The lower consumer taxes, the high- 
er the standard of living; the lower the 
taxes on production, the greater the 
possibilities of expanding production, 
thus increasing the wealth of the nation. 
Adam Smith and David Ricardo, the 
great English classicists in the economic 
field, have emphasized the fact over and 
over again. 


THE PREVAILING THEORY 


According to the prevailing theory, 
the interests of the individual and of the 
community are not necessarily in har- 
mony. Those who save serve their own 
advantage, but can easily endanger the 
community by doing so. 





In its simplest form the argument runs 
as follows: Those who save desist from 
buying and hereby render a certain 
quantity of goods unsaleable. This is not 
harmful as long as an entrepreneur takes 
over the money as a credit or the like and 
uses it for investment, for example for 
buying modern machinery to improve 
his output. This demand replaces the 
demand of the savers. 

The flow of money from the saver to 
the entrepreneur is, however, not coer- 
cive. It can be interrupted and obstruct- 
ed, and it was interrupted and obstructed 
during the last decade before the war. 
The means available through saving 
cannot be fully invested, because new 
opportunities for profitable investment’ 
are lacking. Such opportunities are pre- 
sent only when new inventions—or 
growth of populations—promise an ade- 
quate profit for the invested capital. To- 
day we no longer live in the age when 
railroads, electricity, or the automobile 
were invented. There are no more “inno- 
vations.” Our economy is mature. It has 
become stagnant. 

If the foregoing argument is correct, 
then saving no longer means that “ef- 
fective demand” is switched from a 
potential consumer to an entrepreneur, 
but that its aggregate amount is re- 
duced. Goods become unsaleable. Opera- 
tion of plants is curtailed. Unemploy- 
ment ensues with all its disastrous social, 
economic, and political consequences. 

This is what is usually called the Over- 
savings-underinvestment theory of un- 
employment. From it follows automati- 
cally an unfavorable attitude towards 
saving that is diametrically opposed to 
the classical concept. Everything that 
tends to curtail consumption is consid- 
ered pernicious; everything that serves 
to increase it seems advantageous. 

Inequality of income appears harmful, 
because it increases saving. Confiscatory 
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taxes on higher income brackets are re- 
commended. The same holds true for 
undistributed dividends of corporations, 
because their accumulation in the corpo- 
ration reduces the ability of the country 
to consume. 

All this leads, of course, to a break 
with the old, and to the introduction of 
an entirely new, economic morale. If sav- 
ing is contrary to the interest of the 
nation, then the watchword is: Not cur- 
tailment, but increase of consumption; 
not accumulation of purchasing power for 
the future, but spending in the present. 
There is no longer any room or motive 
for puritanism in economic convictions. 

And if the adherents of the new theory 
refrain from preaching outright waste, 
it is not because it would be inconsistent 
with their theory, but rather because 
they feel that it would be considered too 
much in contrast to common sense and, 
therefore, compromising to the new creed. 

In the realm of public finance this 
creed leads to recommendations that are 
entirely revolutionary. Formerly, when 
economic activity slackened, maladjust- 
ments were considered as the reason and 
their removal the remedy. Now, as 
soon as effective demand by individuals 
begins to slow down, the government is 
supposed to spend so much that the de- 
mand remains at its old level. 

Since taxes would curtail private con- 
sumption even more, spending must be 
continued in spite of growing budgetary 
deficits—“deficit spending,” formerly 
considered permissible only in cases of 
emergencies such as wars. As unemploy- 
ment seems to have become a permanent 
evil, permanent deficit financing, formerly 
viewed as the most dangerous financial 
policy, nowadays appears as the most 
progressive. 

Whether the government investments 
are profitable or not is considered as of 
secondary importance. Keynes himself 


went so far as to praise the building of 
pyramids because of their employment- 
creating effect. The building of pyra- 
mids, however, is under all circumstances 
one of the most useless enterprises, for 
they serve as a residence not to the living 
but to the dead, and among these only 
to a very few at that. 


SavinG Postpones; Ir Does Nor 
PREVENT CONSUMPTION 


Let us try to show the basic fallacies 
of the theory. To do that, we have to 
examine what really happens in an econ- 
omy when saving sets in (or increases), 
when savings become greater than dis- 
savings. 

The main point of attack against sav- 
ings is, of course, the contention that 
they render products unsaleable, be- 
cause the saver’s demand for consumer’s 
goods is lacking. The demand is de- 
stroyed as long and until such very dis- 
tant periods when savings as a whole de- 
crease, 1.e., when withdrawals of savings 
—dissaving—again outgrow _ saving. 
However, things are not so simple as this 
argument assumes. 

Consumption is not a single occur- 
rence. It happens over and over again 
because economic life is an ever begin- 
ning and ever continuing process. All the 
time, people begin to work anew and are 
paid for their work and spend out of their 
income. 

Now, if in one given year people do 
not spend all that they have received 
this does not mean that the consumption 
schedule of a country falls into disorder 
for all time. It simply means that the 
demand of the given year is taken out 
from the beginning of the schedule and 
put, so to speak, at its end whereas the 
next year’s demand is not affected. The 
effect of saving on the spending schedule 
is therefore that the whole schedule is 
postponed for one year. 
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Saving and spending are thus not 
mutually contradictory. Savings means 
delay and not absence of spending. 

This is a very important point. It 
shows why saving cannot really hinder 
production and employment. If the an- 
nual demand for products has not van- 
ished but is postponed for one year, 
production need not be curtailed but 
should instead be changed in such a way 
that the end products appear after two 
years, instead of after one year, on the 
market where they can be sold without 
difficulties. One has—we return to our 
aforementioned example of manufactur- 
ing shoes by hand—to build machines 
during the first year with which shoes 
can then be produced in the second year. 
The incentive to invest in machines is 
the necessary correlative to delayed con- 
sumption. 

But savings do not merely stimulate 
investments in machinery; they also 
make them possible. For the money 
saved and turned over to entrepreneurs 
furnishes them with the additional 
capital they need to buy machines and 
thus to follow a more capitalistic pattern 
of production. 

However, adherents of the mature 
economy thesis will reply: Even if the 
sale of shoes is guaranteed in the second 
year, the entrepreneur will not be willing 
to invest in new machines unless his 
investment brings him a profit in com- 
parison with the less capitalistic way of 
production. Such profits are allegedly 
lacking, because of the dearth of new in- 
ventions. However, as Mr. George Ter- 
borghm has shown in his excellent book 
The Bogey of Economic Maturity (Chi- 
cago, 1945), the more capitalistic method 
of production practically always leaves 
an extra profit—although perhaps a di- 
minishing one—in comparison with the 
less capitalistic method. 

But even if this were not the case and 


no extra profit would accrue from more 
mechanized production methods, there 
is not the slightest reason why the en- 
trepreneur should not choose this way 
when interest rates reduced by increased 
savings render the more capitalistic way 
increasingly advantageous as long as 
demand and production are maintained. 
And even if this advantage should en- 
tirely vanish—which is highly improbable 
—there would still remain an outlet for 
the savings as long as there was unem- 
ployment. For every newly engaged 
worker has to be equipped with tools 
requiring capital. And there is, as will be 
shown later on, nothing like a labor force 
that is permanently unemployable under 
any conditions. : 

So saving creates its own investment 
opportunities. This means that it creates 
real wealth, for, if anything can be called 
wealth of a nation, it is the increased 
stock of machinery, inventories and 
other means of production which accu- 
mulate when more capitalistic methods 
of production are chosen. All this means 
that the new economic creed is not cor- 
rect. 


DEMAND SHRINKS DurinG CYCLICAL 
Depressions; But Savino Is Not 
THE CAUSE 


We do not want to assert by all this 
that the flow of purchasing power to the 
markets of goods and services is never 
interrupted, that goods and services 
never become unsaleable. Such an asser- 
tion would be contradictory to practical 
experience. Every one of the cyclical 
crises of history has begun with a severe 
congestion of the markets. However, one 
would be deceived by an illusion if one 
considered these congestions as caused 
by savings. 

As we have shown, saving has the ef- 
fect that the demand for consumers’ 
goods arises at the end of the second in- 
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stead of at the end of the first year; 
whereas at the end of the first year, de- 
mand for production goods, our shoe 
machines for example, sets in. 

The dislocation of demand during a 
depression has an entirely different 
character. During a depression, the de- 
mand for consumption goods is reduced 
not only at the end of the first but also 
at the end of the second and all subse- 
quent years, as long as the depression 
lasts, and is not replaced by demand for 
production goods. But when the de- 
pression is over and recovery sets in, the 
demand schedule postponed into the 
future by the depression is, so to speak, 
shifted backward into the present again. 
Demand gains speed and omitted con- 
sumption is made up for during the boom. 

Dislocations of demand through sav- 
ing are caused by somebody curtailing 
present consumption to provide for 
needs in the very distant future. Dislo- 
cations through cyclical depressions are 
caused by buyers withholding their pur- 
chasing power in fear of a further fall of 
prices—just as they had spent their 
money freely during the preceding boom 
in the hope of further price advances. 
Dislocations through saving remain until 
savings are surpassed by dissavings. Dis- 
location through depression ends with 
the end of the depression when prices 
have declined and the decline is consid- 
ered sufficient by the buyers. 

If in a state of cyclical depression sav- 
ings in the real sense of the word are in- 
creased, the depression is thereby not 
rendered more severe. The contrary is the 
case. Saving as such only replaces de- 
mand for consumer goods by demand 
for production goods. Within the frame- 
work of a general dwindling of demand, 
it is still better that demand for produc- 
tion goods should remain relatively 
stronger than demand for consumer 
goods. For the indirect way of produc- 


tion—using production goods—still 
the more productive way. 

Do the oversaving-underinvestment 
theorists recognize the special reason 
for, and the characteristics of, a cyclical 
dwindling of purchasing power, and the 
fact that it is entirely independent of 
saving? Most of them do not. Most of 
them argue that for whatever reason 
consumer demand fails to materialize, 
it is the duty of the entrepreneur to re- 
place the consumer’s demand and to in- 
vest for production. If shoes are not 
bought, they say, entrepreneurs should 
buy shoe-producing machines. If they 
do not do so, the ensuing discrepancy be- 
tween saving and investment must be 
considered as responsible for the dwin- 
dling purchasing power, deflation, and 
all other consequences. 

This line of argument is caused by an 
illusion. The illusion is created by the 
abundance of money and credit that 
develops during every depression at a 
certain time and indicates indeed an over- 
supply of loanable funds. This oversup- 
ply materializes because the consumers 
bring the money they do not want to 
spend for the time being to the banks 
and because the entrepreneurs are not 
ready to use it. 

However, this situation does not alter 
the fact that it is not underinvestment 
caused by the lack of investment oppor- 
tunities, but a general dwindling of con- 
sumers’ demands which is responsible for 
the conditions on the market during a 
depression. The entrepreneur who re- 
fuses to buy machines is, so to speak, 
only the representative of the future con- 
sumers of the machines’ end-products as 
illustrated in our example of the shoes. 

The entrepreneur refuses to buy ma- 
chines as long as he cannot count on sell- 
ing the shoes at all, or at the old price. 
The outlet into present as well as future 
consumption is blocked. For neither can 
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the entrepreneur be blamed or held re- 
sponsible. 

Cyclical disturbances of demand are 
not created by saving or oversaving. 
They are, above all, transitory by their 
very nature. 

It is the basic fallacy and the tragedy 
of the modern theory that it considers 
the cyclical depression of the Thirties as 
representing a permanent change of the 
economy. For this confusion has forced 
its adherents to advance such untenable 
—and unnecessary—theories as the stag- 
nation and mature economy theories, 
and to indulge in pessimistic prognoses 
for capitalism and free enterprise. 

This whole approach is clearly the out- 
growth of the overwhelming impression 
of the Great Depression. It will vanish 
when the memory of the Great Depres- 
sion has vanished. It is obviously un- 
reasonable to state that the soil has be- 
come sterile because nothing grows dur- 
ing the winter. 


Curonic UNDEREMPLOYMENT 
AND UNDERINVESTMENT 


There exist not only cyclical transitory 
disturbances of demand and employ- 
ment, but also disturbances of a chronic 
character which extend over a long 
period of time. This fact cannot be de- 
nied. When the recovery reached its peak 
in 1937, millions of workers were still out 
of work. This unemployment must be 
regarded as non-cyclical and chronic. 

The oversaving-underinvestment the- 
orists, as mentioned above, explain un- 
deremployment by referring to the 
entrepreneur’s reluctance to invest in a 
mature economy in which profitable in- 
Vvestment opportunities are lacking. We 
have already shown that this explana- 
tion is unsatisfactory. Low profitability 
of new investment can be no obstacle to 
a more capitalistic production and cor- 
responding new investment, if savings 


force and make possible the more capi- 
talistic way. Savings create their own 
investment opportunities. 

The correct solution can be grasped if 
one examines the real reasons for the 
entrepreneur’s reluctance to invest now- 
adays. He is reluctant, as everybody 
familiar with practical business knows, 
not because the interest to be paid for 
idle capital is higher than the additional 
profits more capitalistic methods of pro- 
duction would yield in comparison with 
the less capitalistic ones. He is reluctant 
because other costs have risen too much 
in comparison to the price the entre- 
preneur can expect for the end product. 

Among these other costs, wages and 
taxes are the most important. For, after 
all, interest rates are not the only costs 
of production, and the prices obtained 
for the product are not only the reward 
for the use of capital, as the theory of the 
lack of investment opportunities seems 
to suggest. 

The answer to the question of what 
causes chronic underinvestment and un- 
deremployment is thus very simple. The 
cause is not unprofitability of capital as 
such, but of other production factors, 
especially labor, which has to be paid 
either directly or in the price of machines 
that contain labor. Production contain- 
ing labor cannot be sold when it costs 
more than it nets. 

This, incidentally, was the answer of 
the classicists, when they were concerned 
with the question of unemployment. This 
is also the businessman’s answer. When 
he explains why he does not care to in- 
vest, he speaks of wages and taxes. 

The prevailing theory does not seem 
to see the wage and tax problem in the 
same way the businessman does. It has, 
in this respect, lost contact with practical 
life and has become purely mental specu- 
lation in a purely fictitious world. 

Saving or oversaving does not create 





42 





THE JOURNAL OF MARKETING 





unemployment. It is rather the other 
way round: Unemployment caused by 
excessive production costs creates under- 
investment. 

This sort of unemployment can be a 
feature of an economy with low savings, 
just as full employment can be a feature 
of a high-saving economy. If the shoe- 
makers who produce shoes by hand de- 
mand excessive wages they will face un- 
employment, whereas the men working 
with machines may be fully employed if 
their wages are not excessive. And the 
probability that wages are too high in a 
high-saving economy with high produc- 
tivity is, of course, smaller, because high 
productivity leaves a margin for higher 
wages. 

It is clear from all this that chronic 
unemployment cannot be fought by cur- 
tailing savings. Adjustment of cost to 
price is the only remedy; increase of 
wages in this situation is entirely out of 
place. 

Increase of wages is often recommend- 
ed because it allegedly raises and main- 
tains effective demand. However, it 
raises only the effective demand of the 
worker who is lucky enough to stay on 
his job. The aggregate purchasing power 
of the working class sinks with the in- 
creasing unemployment that is caused 
by the unprofitability of the marginal 
enterprise. 


CONCLUSIONS 


Our conclusions are as follows: 

1. Basically, the old saying remains 
valid: Saving is a virtue and not a sin. 
Those who save serve their own good, 
and, far from doing harm to the com- 
munity, they serve its well-being. Private 
and common interests are still in har- 
mony. 

2. During cyclical crises and depres- 
sions, demand can dwindle and goods 
and services can become unsaleable. 


































However, this happens not because con- 
sumers save, but because all members of 
the economy, consumers as well as pro- 
ducers, withhold purchasing power tem- 
porarily. 

This withholding is caused by a lack 
of confidence, especially concerning the 
future price structure. Its duration can 
be shortened by all means that restore 
confidence, but never by propaganda or 
measures against saving. 

3. In order to restore confidence in the 
price structure, the government is justi- 
fied and even obliged to compensate the 
lacking private demand by proper ex- 
penditures for which it acquires the 
means by loans, not by taxes. 

However, such “compensatory” deficit 
spending must really remain a remedy 
for transitory periods. The underlying 
idea must always be to repay the ensuing 
government debt during the next period 
of prosperity. Deficit spending must 
never become permanent spending. 

4. In the long run and outside the 
business cycle, the level of employment 
or unemployment in an economy de- 
pends on the relation of production costs 
to the prices obtainable for the product. 

Saving improves this relation, be- 
cause it improves productivity and thus 
the possibility of digesting higher costs. 
Again, propaganda or measures against 
saving do not improve but rather de- 
teriorate the level of employment. 

5. Adjustment of cost to prices re- 
mains the only remedy for chronic un- 
employment. Government spending 1s 
not adequate to combat chronic unem- 
ployment. For such spending would 
have to be continued permanently. 

Permanent deficit spending, however, 
means cumulative government indebted- 
ness. This, however, as shown by his- 
torical experience, leads sooner or later 
to inflation or government bankruptcy. 

6. Government intervention in order 











Aicit 


ying 
ling 


THE JOURNAL OF MARKETING 


43 





to fight chronic unemployment can only 
consist in the fight against everything 
that hinders adjustment of cost to prices, 
especially against all monopolistic ma- 
nipulations of prices and wages. For with- 
out such manipulations, in a free econ- 
omy costs would tend to adjust them- 
selves to prices, by competition of the 
unemployed production factors. 

It follows, incidentally, that it is 
shortsighted to demand guarantees for 
60 million or any other number of jobs 
from a government which does not con- 
trol prices and wages. It is iust as if a 
patient would demand from a physician 
a guarantee for his health while the 
physician lacks the power to prevent him 
from indulging i in excesses. 

7. Thrift is and remains the funda- 
ment of every private enterprise. The 
thriftily, and not the wastefully, man- 


aged enterprise survives. The wealth of a 
nation rests not only on the industry but 
also on the thrift of its citizens. 

8. Thrift, and not wasteful spending, 
is the fundament of public finances. In 
the long run, high expenditure means 
high taxes, and high taxes mean low 
consumption. They mean more expen- 
sive and, therefore, curtailed production. 

9. The new teachings, in spite of their 
unquestionable success, are nothing else 
than a deviation from sound common 
sense principles. 

History shows that such deviations 
have often occurred, because the easy 
way out, especially in matters of cur- 
rency and finance, is always attractive 
until the inevitable disappointment re- 
stores the conviction that in the long 


run the hard way is the only way out of 
difficulties. 








THE CONSUMER MARKET FOR CANNED 
VEGETABLES, FRUITS, AND JUICES 


DONALD E. CHURCH 
Office of Price Administration 


Epitor’s Note: The author presents interesting data 
on consumer purchases of certain foods based on a sample 
selected from families cooperating in the Wartime Food 
Diary. 

OUSEWIVES and even bachelors kept 
H running accounts of their own food 
purchases to help OPA obtain current 
data on consumer buying trends. This 
information was reported by about 1,500 
households located in 67 counties which 
were selected by the Bureau of the Cen- 
sus to represent a cross section of the 
entire country. The respondents were 
given reasonable training by Census 
field representatives, who subsequently 
contacted the cooperating families every 
two or three weeks to collect the ““War- 
time Food Diary” sheets and to clarify 
any further questions. An entry was 
made in the diary for each purchase, 
stating the specific commodity bought, 
number of units, and weight per unit. 

Obviously, the systematic keeping of a 
diary was a bother to most housewives. 
Since the Government could not pay 
them (or give premiums), each family 
was requested to cooperate for only 
about four months. Through experience, 
that length of time was found to be about 
the most satisfactory one for completely 
voluntary reporting. At the end of the 
four months, a new panel of households 
was selected on the same basis as the 
preceding sample in order to maintain 
reasonable comparability over a period 
of time, at a minimum of expense. 
Throughout the entire two years of the 
Wartime Food Diary, the response by 
all types of households was very gratify- 
ing. These reports were discontinued al- 
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most immediately after Processed Foods 
Rationing stopped. 

In the processed food field, the infor- 
mation was used primarily for studying 
consumer buying trends, the national 
supply and movement at the packer and 
wholesaler levels, and selected data at 
retail being obtained through other re- 
ports. However, on one occasion, it was 
necessary to analyze the character of 
consumer requirements for canned and 
bottled vegetables, fruits, and juices 
that were rationed under the “Blue 
Point” program. For background pur- 
poses, similar information also was de- 
veloped for selected fresh vegetables and 
fruits. The following observations are 
based upon the special tabulations made 
at that time, but written from a market- 
ing rather than a rationing point of view. 

The ten week period ending March 17, 
1945 was selected mostly for the purpose 
of obtaining information over a suf- 
ficiently long span of time to include a 
large part of the infrequent buyers, but 
short enough to avoid serious distortions 
from rationing actions or diverse sea- 
sonal factors. Furthermore, most of the 
following tables are restricted to house- 
holds that reported in all of the ten 
weeks, including those families that re- 
ported no purchases. These two condi- 
tions reduced the sample to 1,015 fami- 
lies. Consequently, the sample is too thin 
to give reliable results in some of the 
multiple breakdowns in the following 
tables. However, the general progression 
among the classifications, especially for 
a*given commodity, seems sufficiently 
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significant to warrant this “stretching” 
of the sample beyond its limits of reli- 
ability. 

To avoid possible confusion, a few 
definitions may be necessary. Consumers 
are private individuals, and do not in- 
clude “institutional users” such as 
boarding houses and restaurants, or “‘in- 
dustrial users” such as bakeries and ice 
cream establishments. Household and 
family are used interchangeably, and 
both include the number of persons 
“sleeping in” the home—not necessarily 
members of the family in the restricted 
sense. Furthermore, these data represent 
purchases from all outlets, including ped- 
dlers, but do not include home-canned 
foods or gifts received from others. 


CanneED Goons Usep WIpE Ly, But 
Votume Market 1s NARROW 


At least go per cent of the families in 
this country use some commercially 
canned foods during a period of three or 
four months. An actual audit of the ra- 
tion books held by nearly 2,000 families 
(other than those in the ten-week sam- 
ple) on April 1, 1945 indicated that about 
93 per cent had spent (or given away) 
some of their ration stamps, and 7 per 
cent had permitted their entire quota of 
ration stamps to expire without use. In 
general, this reflects purchases over a 
four month period, since each person 
had that length of time in which to spend 
the points before they expired. 

The same broad market for processed 
foods was also indicated by the pur- 
chases reported by a sample of about 
1,000 families who reported consistently 
for a ten week period. Nine out of ten of 
these families bought at least one can of 
food during that time. If the period had 
been longer, the percentage of families 
buying canned foods would have been 
somewhat higher, because additional in- 





frequent buyers are reached with an in- 
crease of time. 

For example, in an average week of 
the first quarter of 1945, about 8 per cent 
of the families bought canned tomatoes, 
but within ten weeks, 32 per cent had 
purchased that commodity—an expan- 
sion of four times the width of the weekly 
market. Catsup and chili sauce show a 
more striking expansion: less than 4 per 
cent of the families purchased one of 
these items in any one week, but 25 per 
cent bought at least one bottle during a 
ten week period—a six fold expansion 
when the time period was ten times as 
long. 

Since the panel of families was 
changed every four months, there is no 
basis for establishing the precise maxi- 
mum percentage of families that buy 
canned foods during a period that is long 
enough to include the full effect of 
seasonal factors and cover virtually all 
of the occasional users. Whether the 
postwar market will be as broad as that 
found under rationing is an open ques- 
tion. Some believe that the market was 
abnormally broad, as a result of changes 
in family life (especially, less time for 
preparing meals), higher incomes with- 
out adequate consumer spending outlets, 
unavoidable sales effect of publicity re- 
lating to rationing, and a tendency of 
some families to buy rationed items so 
as not to “lose the value” of their ration 
points. No information is available to 
measure concretely the effect of those 
factors, or to judge the extent to which 
relatively recent users may continue to 
prefer canned foods. 

As would be expected, the market for 
groups of items and for individual com- 
modities is narrower than for all types 
of canned goods combined. For example, 
while 90 per cent of the families pur- 
chased some processed foods during the 
ten week period, 79 per cent bought some 
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canned vegetables and only 32 per cent 
bought some tomatoes (see Table I). 
Similarly, 48 per cent of the families 
bought canned juices, but only 23 per 
cent bought grapefruit juice and 19 per 
cent bought tomato juice. Incidentally, a 
large part of the grapefruit juice buyers 
also were tomato juice users. 


Taste I.—WiptH or Market ror CANNED Foops: 
PERCENTAGE OF FAMILIES PuRCHASING ONE OR 
More Cans Durino THE Ten WEEK PERIOD 
Enpinc Marcu 17, 1945* 











Percentage 

Commodity Purchased of Families 

In Sample 

Some kind of canned vegetable, fruit or 

juice go 
Some kind of canned vegetable 79 
Canned tomatoes 32 
Some kind of canned fruit 55 
Some kind of canned juice 48 
Grapefruit juice 23 
Tomato juice 19 








* Based on 1,015 families reporting continuously for 
the period. 


In sharp contrast to the widespread 
use of canned foods, the volume demand 
is restricted to relatively few families, as 
shown by the chart in the right hand 
column. 

For example, the top 5 per cent of 
the families purchased about 25 per cent 
of the canned vegetables and fruits, and 
bought 37 per cent of the juices. Simi- 
larly, the top 17 per cent of the families 
got over half of the canned vegetables, 
while about 12 per cent bought half of 
the fruits, and about 9g per cent pur- 
chased half of the juices. 

Much remains to be learned regarding 
the importance and character of the fac- 
tors that cause such wide differences 
among users of canned foods, despite the 
tendency of rationing to minimize those 
differences through granting equal point 
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purchasing power to each person and 
by maintaining uniform point values 
throughout the country. A complete 
study would reveal that a large number 
of factors should be considered: psycho- 
logical factors, such as the causes of 
family dietary habits; physical elements, 
like storage space in the home or apart- 
ment, availability of substitutable prod- 
ucts, and convenience of stores; time 
aspects, for example, the need for prepar- 
ing a meal quickly after returning from 
work or bridge in contrast to more 
leisurely preparation; financial aspects, 
such as prices and family income. 

A complete list of potential factors 
would be quite complex. Most of those 
factors are intangible or difficult to 
measure, and they did not necessarily 
have to be known in order to administer 
the rationing program effectively. Con- 
sequently, no systematic analysis was 
attempted. However, the Wartime Food 
Diary throws considerable new evidence 


on the characteristics of the consumer 
market. 


URBAN AND RuRAL BuyInc 
PATTERNS DIFFER 


Urban consumers (all persons living in 
places having over 2,500 inhabitants) 
buy nearly two cans per person to every 
can purchased by rural consumers, as 
shown by Table II. The normal differ- 
ence between urban and rural buying 
may be even larger, since rationing prob- 
ably was somewhat more restrictive on 
urban consumers. During the first quar- 
ter of 1945, urban families as a group are 
estimated to have spent about go per 
cent of their point purchasing power as 
compared with about 60 per cent by 
rural consumers. In other words, a much 
larger proportion of urban families util- 
ized their complete point purchasing 
power. 

Rural purchases are particularly 
heavy in the five major canned vegeta- 


bles: corn, peas, tomatoes, green and wax 
beans, and canned dry beans. These five 
vegetables represent almost 60 per cent 
of the rural purchases of commercially 
canned foods, despite the fact that the 
first four are very popular for home 
canning. Furthermore, the remaining 
item (canned dry beans) is most fre- 
quently made at home from beans pur- 
chased in bulk. 


TaB_Le IJ].—Comparison OF URBAN AND RuRAL Pur- 
CHASES OF CERTAIN CANNED Goops 
(Average Weekly Purchases From January 6, 
Through March 3, 1945)* 








Pounds Per 








Percentage 
1,000 Persons| Distribution 
Items 
Urban | Rural Urban | Rural 
Canned Vegetables 
Five Major Vegetables | 326 | 225 48 59 


Eight Minor Vegetables} 66 43 10 II 


Total 392 | 268 58 70 
Canned Fruits 
Four Major Fruits 67 36 10 9 
Ten Minor Fruits 45 22 6 6 
Total 112 58 16 15 
Canned Juices 
Four Major Juices 141 44 21 12 
Five Minor Juices 37 10 5 3 
Total 178 54 26 15 


Grand Total 682 | 380 

















* Based on reports from all families reporting in the 
War Food Diary (approximately 1,500 families weekly). 


Fruits also are a favorite product for 
home canning, especially in rural and 
small towns. Yet fruits represented 15 
per cent to 16 per cent of the total 
pounds of canned foods purchased per 
person in rural as well as urban areas. 

This indication of purchases of com- 
mercial cans in areas that are known to 
engage extensively in home-canning is 
supported by an actual audit of home 
pantry stocks showing that over four- 
fifths of the families having some home 
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cans on the shelf also had some commer- 
cial cans in reserve. Stated differently, 
home-canning was a complete substitute 
for commercial cans in only a small pro- 
portion of homes, despite the increased 
home canning activity generated by vic- 
tory gardening and canning campaigns, 
obvious shortages at retail outlets, and 
publicity indicating continued shortages. 
Unfortunately, no corresponding home 
audits were made prior to rationing to 
determine the proportion of homes which 
normally rely upon their own canning 
activities. 

Although these observations demon- 
strate the widespread use of commer- 
cially canned foods, even among home- 
canners, they should not be interpreted 
as an indication that home canning was 
ineffectual as a supplement to the com- 
mercial supply. In fact, home canning is 
a “big industry” in this country, and the 
increased canning by housewives during 
the war relieved shortages at stores that 
otherwise would have made processed 
foods rationing extremely difficult. 

In contrast to the vegetable and fruit 
situation, juices are not commonly 
canned at home, other than tomato and 
perhaps grape in some areas. Yet, urban 
purchases are proportionately much 
larger than rural. Juices represented 26 
per cent of the total pounds of all canned 
goods purchased by urban families as 
compared with 15 per cent for rural. On 
an actual poundage basis, urban con- 
sumers bought three cans per person to 
every one by rural consumers. 


Use or OnE CLAss or CANNED 
Foop TENDs To ExTEND 
TO OTHERS 


Largely on the basis of day to day op- 
erating experience, the trade concluded 
years ago that at one extreme are “‘can- 
conscious” families who tend to use a 


wide variety of canned foods, while at 
the other extreme are “‘can-shy”’ fami- 
lies who either purchase no canned foods 
or are highly selective and infrequent 
buyers. Between those extremes, an in- 
crease in the use of canned goods of one 
type (for example, vegetables) tends to 
spread to other food groups. Some ob- 
servers felt that such a relationship be- 
tween the commodities was changed 
under rationing, because the limitation 
of point purchasing power necessarily 
would force consumers to be more selec- 
tive among items—possibly even to the 
extent of becoming almost exclusively a 
purchaser of one or another group. 

There is some evidence that rationing 
probably caused the large buyers to be- 
come unusually selective, but on the 
whole there was a strong tendency for 
consumers to buy proportionately among 
the commodity groups. For example, the 
chances are better than 2 to 1 that a 
family that didn’t buy canned vegetables 
also would not buy canned fruits. Those 
chances for not buying fruit reduced to 
1 to 1 for families who purchased small 
quantities of vegetables; and were re- 
versed for medium and large vegetable 
buyers. In the case of medium vegetable 
buyers, about two-thirds also purchased 
fruits; while nearly three-quarters of the 
large vegetable buyers also purchased 
some fruit. 

A more detailed analysis of the rela- 
tionship between canned vegetable and 
fruit purchases is shown by Table III, 
in which the reporting families are classi- 
fied by the size of their canned vegetable 
purchases, and then subdivided by the 
size of their canned fruit purchases. 

The most striking illustration of the 
tendency for purchases in one commod- 
ity group to parallel those in another is 
shown by the bottom line of the table. 
Among the families that did not pur- 
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chase canned vegetables, 69 per cent also 
failed to buy any canned fruit, while only 
3 per cent were large canned fruit 
buyers. Progressing upward in the first 
column of that table, the proportion of 
large fruit buyers increased with the size 
of vegetable purchases. A similar but less 
spectacular progression is found among 
the medium and small fruit buyers, but 
reversed for families that buy no fruits. 


AMOUNT PURCHASED BY FAMILY IS 
RELATED TO FREQUENCY OF 
PURCHASE 


Large purchasers apparently buy fre- 
quently, as judged by a test made of 
canned tomato purchases during the ten 
week period. Half of the total sales went 
to families that bought the item at least 
every other week. That group of families 
represented only 6 per cent of the total 


Taste II].—Revationsuip BETWEEN VEGETABLE AND FrvuiIT PurcHASES 


(Classification of Families by Size of Vegetable Purchases, Showing 
Percentages of Each in the Fruit Purchase Classes)* 














Fruit Buying Classes 
Vegetable Buying Classes Large ; 
(150 oz. and Medium Small None Total 
over) (50-150 02.) (1-49 02.) 

Large 

(300 ounces and over) 20 25 27 28 100 
Medium 

(100-299 ounces) 13 27 24 36 100 
Small a a re 

(1-99 02.) '9 24 19 48 100 

a 

None 2 14 14 69 100 




















* Based on 1,015 families reporting continuously for the ten week period ending March 17, 1945. 


As judged by the progression from 
families that do not buy any vegetables 
to those that are medium buyers, it ap- 
pears that the distribution of large vege- 
table buyers by their fruit purchases is 
considerably distorted from normal. Ex- 
cept in the case of exceptionally large 
families, sufficient point purchasing 
power was not available in their books to 
support large purchases of both vegeta- 
bles and fruits. Such purchases could be 
made only by receiving gifts of points, or 
purchases on the black market. The lat- 
ter is believed to have been almost insig- 
nificant for canned foods. Gifts of points 
were not uncommon, but nevertheless 
were difficult for most families. 


households in the sample, and nearly 
one-fifth of the total buyers of canned 
tomatoes, as shown by Table IV. 
Contrary to rather common belief, the 
frequency of buying had almost no effect 
upon the size of each purchase—at least 
when a purchase is defined as the 
amount reported by one family in one 
week. That definition probably is sound, 
especially for such non-perishable and 
easily stored items as canned tomatoes, 
since there should be very few families 
that buy the item more than once in any 
given week, even though the housewife 
may shop for food several times a week. 
The average purchase of canned to- 
matoes was about 8.6 ounces per person 
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in the families who bought that item. 
The variations from that per capita 
average appear to be largely random, 
especially since the total group of tomato 
buying families consisted of only 322 
households, of which 137 households pur- 
chased the commodity in only one week 
out of the ten and only from 13 to 21 
were in each of the classes that pur- 


Taste IV.—RewationsHip BETWEEN FREQUENCY OF 
Purcuase, Revative NumBer OF FAMILIES, AND 
Torat Amount oF CANNED TOMATOES PURCHASED 
Durinc THE Ten WEEK PERIOD 
Enpvep Marcu 17, 1945* 





No. of Timest 
Purchased in 
Ten Week 
Period 





Percentage 
of Total 
Ounces 

Purchased 


Percentage 
of Total 
Families 





8 or more 1S 
7 or more 26 
6 or more 42 
§ or more 50 
4 or more 61 
3 or more 72 
2 or more 86 
I or more 100 
None ° 


Total 100 











* Based on 1,015 families reporting continuously for 
the period, among which 322 families purchased some 
canned tomatoes. 

t “Number of Times Purchased” is more strictly de- 
fined as the number of weeks in which a purchase of to- 
matoes was made. If a housewife bought tomatoes more 
than once in any one week, the combined purchases are 
considered to be a single transaction in the above 
tabulation. 


chased four or more times during the 
entire period. However, there was some 
slight indication that both the frequency 
and ounces purchased per family trans- 
action tend to increase with the size of 
the family. 

Since the average purchase is almost 
constant for all frequencies, the total 
quantities bought per family increase 
practically in direct proportion to the 
frequency of purchase. For example, an 


average of 8 ounces per person or 29 
ounces per family was purchased by the 
households that bought tomatoes only 
once in ten weeks. About five times that 
quantity (40 ounces per person and 140 
ounces per family) was purchased by 
households that bought tomatoes in five 
out of the ten weeks. Although similar 
tests were not made for other frequently 
purchased commodities, the general pat- 
tern probably would be quite similar to 
that shown for tomatoes. 

Catsup and chili sauce represent an- 
other widely used product but one that 
is infrequently purchased because of the 
time taken by the average family to 
consume a single bottle. In contrast to 
the constant weight of the average per 
capita purchase of canned tomatoes, the 
corresponding purchase of catsup and 
chili sauce declined steadily from 4.9 
ounces per person for the one-time 
buyer to 3.3 ounces for families that pur- 
chased the item four or more times in 
ten weeks. 

Since the average purchase per family 
was practically constant at 16 ounces per 
purchase (about the weight of one popu- 
lar bottle) irrespective of the frequency 
of buying, the decline in the per person 
rate is probably a reflection of the rela- 
tively large size of a single bottle as com- 
pared with the rate of consumption in 
the average home. That conclusion is 
strengthened by the fact that only 5 per 
cent of the total families bought catsup 
or chili sauce more than twice in ten 
weeks, compared with 20 per cent who 
purchased it only once or twice during 
that time. 


PurcHASES GENERALLY INCREASE 
WITH SIZE OF COMMUNITY 


For many years, densely populated 
areas have been known to be the best 
markets for canned foods, but the tend- 
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ency for per capita purchases to in- 
crease from small communities to metro- 
politan centers is much clearer than 
generally anticipated. 

However, the measurement of this re- 
lationship presents some technical prob- 
lems, especially with a small sample. A 
classification of families based solely 
upon the population of the community 


classification on a simple population 
basis. 

In any event, the results derived from 
the two methods are surprisingly similar, 
as shown by a comparison of Tables V 
and VI. The per capita purchases in 
each of the five commodity classes de- 
clined progressively from large cities to 
rural areas, except for a “bulge” in 


TaBLe V.—AveraGe Purcuases Per Person or Certain Foops sy Community Size 


(Ounces Purchased During the Ten Week Period Ending March 17, 1945) 








Canned 
Vegetables 


Community 
Size 


No. of 
Persons* 





Selected 
Fresh 
Fruitst 


Selected 
Fresh 
Vegetablest 


Canned 
Fruits 


Canned 
Juices 





500,000 and over 
§0,000-500,000 
2,500-50,000 
Rural 


696 53 
615 43 
951 54 
1,375 39 











330 
284 
274 
262 


19 25 116 
15 25 84 
10 II 56 








| 
22 | 34 132 





* Based upon reports from 1,015 families reporting continuously for the period. 
t Selected fresh vegetables include beans (green and wax), beets, cabbage, carrots, cauliflower, lettuce, tomatoes, 
and asparagus, but do not include potatoes. Fresh fruits include apples, bananas, grape fruit, lemons, limes, and 


oranges. 


has considerable merit, despite the weak- 
ness that it makes no allowance for the 
tendency of metropolitan tastes and 
buying habits to spread to smaller sub- 
urban towns. To some extent, that dis- 
tortion can be avoided by classifying the 
data by major types of areas without 
specific regard to individual city sizes. 
This was done by classifying the fami- 
lies in each county into one of four 
classes: (1) large metropolitan areas, 
which include suburbs; (2) “‘Block Ci- 
ties,” which represent mostly the nor- 
mal, closely-built American municipality 
and its surrounding area; (3) Other 
urban areas, which are largely small 
towns; and (4) principally rural. This 
method tends to dull some of the differ- 
ences among city sizes, because it lumps 
all reporting families within a county. 
However, the sample design probably 
minimized both this objection and the 
one mentioned above with respect to the 


canned vegetables in the smaller cities. 
An almost identical reversal occurred 
also in “‘other urban areas” (Table VI). 
and variations in average group pur- 
chases were practically the same in both 
tables. 

Since those similarities occurred de- 
spite differences in the persons included 
in each comparable group, some weight 
should be given to the tentative assump- 
tion that the “bulge” is significant. It 
may deserve further analysis. On the 
other hand, all other commodity groups 
show a reasonably regular progression. 
Analyses of consumer purchases by at 
least one commercial research organiza- 
tion did not find a similar reversal. Fur- 
thermore, no sound explanations have 
been developed. Consequently, the 
writer believes this is probably another 
case of random variation in a small sam- 
ple, which could form a plausible basis 
for an interesting rationalization. 
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Taste VI.—Averace Purcnases oF Certain Foops Per Person By Type or ArgA 
(Ounces Purchased Per Person During the Ten Week Period Ending March 17, 1945) 








Type of 
Area 


No. of 


Persons* 


Canned 
Vegetables 


Selected 
Fresh 
Vegetablest 


Selected 
Fresh 
Fruitst 


Canned 
Fruits 


Canned 
Juices 





13 Largest Metropolitan Areas gIo 


“Block City” Area 997 
Other Urban areas, but with less than 


25 per cent rural 470 








Principally Rural 1,260 


21 30 134 324 


16 22 102 275 


II 18 86 274 








II 12 59 200 











* Based upon reports from 1,015 families reporting continuously for the period. 
t Selected fresh vegetables include beans (green and wax), beets, cabbage, carrots, cauliflower, lettuce, tomatoes, 
and asparagus, but do not include potatoes. Fresh fruits include apples, bananas, grape fruit, lemons, limes, and 


oranges. 


The most striking relationship be- 
tween community size and per capita 
purchases was found in canned juices, 
which drop from about 30 to 34 ounces 
per person in the leading cities to only 
about II or 12 ounces in rural areas. A 
somewhat smaller shift was found for 
canned fruits, in which large city pur- 
chases are roughly twice the per capita 
buying of rural consumers. 

The spread between metropolitan and 
rural purchases of fresh vegetables prob- 
ably would have been larger, if Irish po- 


tatoes had been included in the tabula- 
tion. That fresh vegetable was excluded 
for the purpose of restricting the fresh 
items primarily to the staples that are 
generally (although not specifically) sub- 
stitutable for the canned items that were 
subject to rationing. 

The progression for fresh fruits is 
smaller than might be anticipated. How- 
ever, other periods of the year probably 
would show larger differences; January 
through March is a low period for home- 
grown fruits and berries. Furthermore, 


Tas.e VII.—Purcnases Per Famity or Certain Foops, sy Size oF Famity, 


Durinc THE Ten Weeks Enpinc Marcu 17, 1945 
(Ounces Purchased Per Family) 








No. of Persons 


in Household 


No. of 
Families 
Reporting 


Canned 
Vegetables 


Canned 
Fruits 


Canned 
Fuices 


Selected 
Fresh 
Vegetables* 


Selected 
Fresh 
Fruits* 





50 
256 
259 
210 

6 178 
7 and over 62 


Total 1,015 








40 
97 
I4I 
208 
235 
311 


161 





25 
62 
70 
96 

100 
64 


76 








127 
253 
317 
410 
265 
448 


334 





367 
468 
854 
1,113 
1,290 
1,112 


935 





* Selected fresh vegetables include beans (green and wax), beets, cabbage, carrots, cauliflower, lettuce, tomatoes, 
and asparagus, but do not include potatoes. Fresh fruits include apples, bananas, grape fruit, lemons, limes, and 


oranges. 
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the highly perishable and expensive 
fruits (largely found in metropolitan 
markets in winter) are not included. 


FamMILy Purcuases INcREASE WITH 
S1zE oF HOUSEHOLD BUT PER 
Capita PurcHaseEs SHOW 
REVERSE TENDENCY 


As should be expected, family pur- 
chases of both canned and fresh foods in- 
crease with the number of people in the 
household (see Table VII). The only ex- 
ceptions appear in fruit and juice pur- 
chases by households having seven or 
more persons. This may be a reflection 


reaching a peak among the four-person 
families rather than among one or two 
person households as shown for all other 
commodity groups. 

The low level of canned vegetable pur- 
chases by single person households may 
arise from the fact a large proportion of 
this class frequently eat their noon and 
evening meals in restaurants, but are 
large fruit and juice buyers for break- 
fasts and odd-time snacks at home. The 
high level of fresh vegetable purchases by 
this group of individuals throws some 
doubt on that explanation, unless higher 
wastage of fresh vegetables could ac- 


Tasre VIII.—Purcuases Per Person oF Certain Foopns, sy Size or Famity, Durine 
THE Ten Weeks Enpvep Marcu 17, 1945 


(Ounces Purchased Per Person) 








No. of 
Families 
Reporting 


No. of Persons 
in Household 


Canned 
Vegetables 


Canned 
Fruits 


Selected 
Fresh 
Vegetables* 


Selected 
Fresh 
Fruits* 


Canned 
Fuices 





50 
256 
259 
210 
178 

62 


40 
48 
47 
2 
44 
39 


6 
and over 


Total 











1,015 47 


26 
16 


19 


367 
234 
284 
278 
240 
138 


25 
31 
23 
16 24 
14 19 
7 8 


127 
127 
106 
103 
49 
56 


21 











15 93 216 





* Selected fresh vegetables include beans (green and wax), beets, cabbage, carrots, cauliflower, lettuce, tomatoes, 
and asparagus, but do not include potatoes. Fresh fruits include apples, bananas, grape fruit, lemons, limes, and 


oranges. 


of the heavily rural character of these 
large households, although chance varia- 
tions also may be an important factor, 
since the sample is thin at both ends of 
the family scale (see first column of the 
table). 

In contrast to that direct relationship 
between size of family and total pur- 
chases, there is a strong tendency for 
smaller families to buy proportionately 
more fruits, juices, and fresh vegetables 
per person than larger families (see Table 
VIII). However, canned vegetables show 
a striking departure from that pattern, 


count for the difference. Other factors 
also might be mentioned such as eco- 
nomic status, age, and so on. However, 
the sample is not adequate to test such 
hypotheses. 

CoNncLUSION 


As indicated previously, most of this 
analysis is based upon the food purchase 
diaries of 1,015 families that reported 
every week during the ten week period 
ending March 17, 1945. It is believed 
that relatively little bias was introduced 
by restricting the analysis to consistent 
reporters. 





54 


THE FOURNAL OF MARKETING 





The results specifically relate to mid- 
winter purchases, which may differ ma- 
terially from those for other seasons. 
Furthermore, blue ration point values 
were generally high, so that the pur- 
chases by many families were curtailed 
by lack of points as well as by shortages 
of goods on retail shelves. Purchases of 
canned fruits, in comparison with other 
canned goods, were affected more 
strongly by those two factors than were 
canned vegetables and most juices. 
Availability and price were the only 
limiting factors on fresh fruits and vege- 
tables. 

In view of the small sample and the 
special conditions in the various com- 
modity groups, the significance of the 


results rests largely upon the relation- 
ships found within each commodity 
group, rather than upon the volume of 
purchase of one commodity compared 
with another or the absolute number of 
ounces purchased. 

Despite the fact that more than nine 
out of ten families use some canned 
foods, more than half of the total quan- 
tity is purchased by only a relatively 
small percentage of the population that 
are frequent purchasers. The most prom- 
ising expansion in this market for canned 
foods appears to be through programs 
aimed toward encouraging more frequent 
use, rather than through obtaining new 
users. 





IDEAL CONDITIONS FOR PRODUCT TESTING 


MATILDA WHITE 
Market Research Company of America 


Eprror’s Note: The author presents a discussion of 
product testing under ideal conditions and under various 
limitations. 


oo often in the past, the develop- 

ment of new products has followed a 
direct route from idea to production 
without an adequate, systematic at- 
tempt to predetermine public acceptance 
of the product in question. This trial and 
error approach has necessarily resulted 
in many failures and appreciable losses 
to industry. Research methods devel- 
oped in recent years have, however, been 
instrumental in reducing this type of 
waste and in providing an orderly and 
scientific procedure for determining the 
acceptability of new products or of 
changes in established ones. 

Basic to this research procedure is the 
principle that consumer or user needs 
and preferences must be studied at the 
same time that the product is being orig- 
inated and developed. In other words, 
product testing becomes an integral part 
of product development. As such, it 
should be carried out on a scientifically 
planned basis, on a time schedule, and 
preferably on a small and intensive 
rather than on a far-flung scale. Thus, 
designing and testing, re-designing and 
testing again and again constitute the 
steps by which well-planned product de- 
velopment should advance. In this pro- 
cedure the developing product pursues a 
zig-zag course from the laboratory to the 
test market and back again until it 
finally emerges complete. 


CRITERIA FOR IDEAL TESTS 


Product testing among consumers 
thus becomes the counterpart of product 
designing in the laboratory. As far as 


possible, the same standard of scientific 
accuracy should apply. Under ideal con- 
ditions, product tests should be set up 
to meet four basic criteria: 

1. They should be made under condi- 
tions approximating those of nor- 
mal sale and use. 

. They should focus attention on 
the potential market. 

. They should, wherever possible iso- 
late each of the many factors in- 
volved in acceptance so that each 
feature of the product may be 
evaluated individually. 

. They should provide adequate con- 
trols, usually by testing products in 
pairs. 


Propuct Testinc UNDER IDEAL 
CONDITIONS 


Ideal conditions for meeting these four 
criteria are most readily obtainable in 
tests applied to low-cost, quick-con- 
sumption products like packaged foods 
and toiletries. A technique for testing 
products in this category, developed by 
Raymond Franzen, achieves a high de- 
gree of objectivity and accuracy.! In this 
procedure the consumer is supplied with 
sufficient quantities of both the test 
product and the control product to per- 
mit their use under normal conditions 
and over a long enough period to estab- 
lish preference. 

The test thus avoids the artificiality of 
asking for “‘expert”’ reactions to hypo- 
thetical situations, and makes certain 
that consumer judgment will be clearly 


1 This technique was described in detail by Raymond 
Franzen and Darwin Teilhet in ““A Method for Measur- 
ing Product Acceptance,” THE JOURNAL OF MARKET- 
1nG, October, 1940. 
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based on recent and adequate experi- 
ence with the products being tested. It 
also allows the acceptance of the new 
product to be related to the acceptance 
of a control product whose success is 
already known. Relative acceptance is 
then measured in terms not only of 
stated preference but also of actual 
amounts consumed during the test pe- 
riod. When acceptance depends on un- 
measurable aspects, such as taste and 
smell, or on habit patterns of which the 
consumer is not fully aware, the relative 
usage is far more accurate than verbal- 
ized expressions in measuring degrees of 
preference. 

In some cases a single new product 
may have to be tested against each of a 
series of control products. Because of 
geographical differences in usage, for ex- 
ample, a new syrup might have to be 
tested against maple syrup in New Eng- 
land, against corn syrup in the Middle 
West, and against molasses in the South. 
Or, to take another instance, a new tooth 
paste might have to be tested against 
Pepsodent among Pepsodent users, 
against Kolynos among Kolynos users, 
and so on, since a new tooth paste would 
not be competing with a single product, 
with with ah entire group of established 
brands. 

Moreover, multiple tests often have 
to be made in order to isolate the various 
acceptance factors involved. In trying 
out a new soluble coffee, separate tests 
might be used for flavor, package prefer- 
ence, and brand prestige respectively. In 
each instance, the pair of products 
should differ only in the one aspect in 
question. A series of tests may also be 
used to evaluate successive improve- 
ments in the product. 

For such tests, relatively small con- 
sumer samples have been found ade- 
quate. Dr. Franzen has demonstrated 
that a sample of 50 families will allow 


valuable evidence when acceptance is 
measured in relation to one control 
product.’ 

Interpretation of test results must be 
made in the light of the producer’s posi- 
tion and policy, as well as in view of re- 
search conditions. An 80 or go per cent 
preference for the new product usually 
promises market success. When the 
preference for the new and the control 
products is fairly equally divided, how- 
ever, the outcome is less certain. This 
usually means that the new product 
might be expected to equal its competi- 
tion in sales, but only after it had been 
given equal promotion. 

In other instances, an apparently un- 
favorable reception of a new product 
sometimes means merely that the test 
period was too short. Such a situation be- 
comes apparent if repeated observations 
are made during the test period. If the 
preference for one of the two products 
has increased from 10 per cent at the 
first call, to 30 per cent at the second 
call, to 50 per cent at the third call, the 
assumption would be that its success 
might increase still further with a longer 
period of use. Such a product might be 
expected to make a competitive place for 
itself if given a long and intensive promo- 
tional start. 

The best procedure, in this case, would 
be to prolong the period of the test, pro- 
vide the families with larger supplies, 
and ultimately go back for a fourth call. 
The later evidence might clearly indicate 
the wisdom of launching the new prod- 
uct. 

Adaptations of the Franzen method 
may be successfully devised for many 
products in the soft goods and durable 
goods categories. A case in point is that 
of a manufacturer of boys’ pants who 
had developed a new weave through 
which he expected to give his cotton 

2 Tbid. 
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material greater durability. For test pur- 
poses he made up several hundred pairs 
of pants in two sets, exactly alike except 
for difference in weave. The sets were 
designated as models 44 and 99, respec- 
tively, and were supplied in sizes for 
boys between the ages of Io and 14. 
Localities chosen for the test represented 
a variety of communities within the 
manufacturer's market area. Inter- 
viewers were instructed to select 200 
families in specified economic strata and 
having boys who were in this age group 
and who ordinarily wore this general 
type of pants. The first interview was 
with the boys’ mothers or guardians, 
since these could be presumed to pur- 
chase the children’s clothes. 

On this occasion the respondent was 
offered a choice between the two pairs 
and was asked the reasons for her prefer- 
ence. This interview was essentially a 
test of acceptance in terms of appear- 
ance, comparable to an initial purchase 
at the point of sale. It was thus possible 
to determine to what extent the differ- 
ence in appearance due to the new weave 
affected the respondent’s choice. 

The second step in the problem was to 
establish relative acceptability under 
conditions of normal use. Accordingly, 
regardless of the preference first ex- 
pressed, each boy was sent a pair of both 
types of pants. The only stipulation was 
that the garments should be worn, not 
stored away. At the end of a month, 50 
of the mothers were re-interviewed and 
were asked about their comparative ex- 
perience with the two pairs with respect 
to such matters as appearance after wear 
and ease in laundering. The boys of 
these mothers were also questioned on 
such points as comfort, fit, and the types 
of conditions under which the pants had 
been worn during the month. The two 
pairs which had been already worn were 
picked up by the interviewer and re- 


turned to the textile laboratory for wear- 
analysis. 

Furthermore, to test the relative possi- 
bility of repeat sales, a gift offer was then 
made under which each boy was shipped 
a new pair of whichever type of pants he 
preferred. This gift offer was further used 
to determine roughly whether a price 
differential would affect the relative ac- 
ceptance of the two garments. Whenever 
model 99 was preferred, the respondent 
was told, “I’ll have to ask you to pay 
15¢ for model 99 because this pair costs 
more to make. You may have model 44 
without any payment. Which do you 
prefer?” Preference for model 99 under 


these conditions indicated that it might 
be successfully marketed even at a some- 
what higher price. 

In the same manner $0 other respond- 
ents of the original panel of 200 were 
called upon each succeeding month so 
that the effect of longer wear could 


also be taken into account. 

The conditions under which this test 
was conducted, therefore, closely ap- 
proach the ideal specifications set forth 
above. The product was tested under the 
same conditions that it would meet in 
normal use. The users were selected from 
the potential market. The study further 
made it possible to isolate single factors: 
first, the appeal; second, the wear of the 
new weave; and third, relative accept- 
ability of the new weave as measured 
against a control product already on the 
market, and identical in every other re- 
spect. Test results allowed the manufac- 
turer to make his plans with a clear 
understanding of the obstacles involved 
and of his probable ultimate success. 

Ideal test conditions may be set up, 
through careful planning, in the case of a 
wide variety of products, from electric 
light bulbs and silverware to flatirons 
and window blinds. The extent to which 
it is expedient to approximate ideal con- 
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ditions depends, of course, on the rela- 
tive importance of testing in advance. 
To manufacture sample flatirons, for in- 
stance, and to give them an adequate 
test over a period of several months’ use 
would be justified only in terms of the 
risk involved in launching such a prod- 
uct. 


LIMITED ConpDITIONS FOR PropuctT 
TESTING 


There are other cases where ideal con- 
ditions cannot be met because of the 
particular nature of the product to be 
tested. The product may be too compli- 
cated, too bulky, or too costly to be pro- 
duced in quantity for test samples; it 
may be a product used too intermittently 
to be tested within a reasonable time- 
span; it may still be in its experimental 
stage and therefore not represent all the 
factors that would have to be taken into 
account in evaluating acceptance of the 
perfected product; or it may present 
some other problem which limits the 
scope of any feasible test. 

While it will usually be possible to 
devise tests for such products that will 
give some indication of their probable 
reception, these tests will be limited in 
certain respects and cannot be expected 
to obtain a complete measure of accept- 
ance. In planning tests under such con- 
ditions, it is critically important to fore- 
see whatever limitations may be in- 
herent in the problem and to take them 
fully into account in evaluating the re- 
sults. 


Tests oF FUNCTION 


One such limitation can be illustrated 
by a test given to a new type of juice- 
extractor designed for use in drug stores 
and lunch counters. In this case the ex- 
tractor to be tested was still in its experi- 
mental phase. It had reached the stage 
of the functional model capable of per- 


forming the operations for which it had 
been designed, but was still too rough in 
appearance to be a replica of the finished 
product. It was thus clear at the outset 
that the test should be restricted to the 
matter of performance. 

Within this limitation, it was possible 
to set up approximately ideal test condi- 
tions. The functional model was placed 
in a number of drug stores to be sub- 
jected to normal use, side by side with 
the extractor already installed there. A 
suitable control was thus provided in 
relation to which the new extractor could 
be judged. Since the model was subjected 
to rapid and frequent use, a relatively 
short period sufficed to provide data on 
its utility, durability, ease of operation, 
quantity and quality of juice extracted, 
and other aspects of performance. But, 
because the model had not been finished 
in appearance, one of the most impor- 
tant values in its acceptability at the 
point of sale could not be measured at 
that stage. 


Tests or LimireD DuRATION 


Even when working models have been 
developed to the point at which they 
present a finished appearance, the prod- 
uct may be so long-lived that no reason- 
able period would provide an adequate 
measure of its resistance to wear. 

The manufacturer of an improved au- 
tomatic washing machine may, for ex- 
ample, want to test his product under 
typical conditions of home use. Since in a 
carefully projected product test of this 
kind, small, properly selected samples of 
from 50 to 200 homes may be sufficient, 
such a test is often feasible despite the 
initial costs. As it would be obviously 
impractical to install the model in home 
laundries side by side with the automatic 
washer previously used by the family, 
the new model could be offered as a 
temporary replacement for the old one, 
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and its performance could be evaluated 
in relation to the housewi?fe’s experience 
with the older machine as a specific con- 
trol. 

The acceptance of the new machine 
in the potential market could then be 
tested in terms of both appearance and 
performance. Nevertheless, since this 
product is a long-lived item it would re- 
quire a longer period of time for testing 
than would probably be practical. This 
limitation would have to be given due 
consideration in evaluating the success 
of the machine. It might be overcome to 
some extent by continuous test operation 
in the laboratory, or by confining the 
consumer test to households in which 
laundering is unusually frequent; but 
neither of these devices would give an 
exact picture of normal use. 


Tests oF APPEARANCE 


On the other hand, a product test in 


which appearance was the main factor 
in estimating acceptability might de- 
liberately restrict the test to such limits. 
An example of an appearance test is one 
which was made for a manufacturer of 
window shades who wanted to determine 
the acceptability of some new colors. In 
this instance the potential purchaser’s 
reaction to the new colors could be re- 
lated to the conventional ones already 
in use in the home. A suitable control 
was therefore ready at hand. The new 
colors and the conventional ones were 
shown to the housewife by means of 
swatches exhibited by the interviewer 
under conditions approximating those at 
the point of sale. 

Inasmuch as this was solely an ap- 
pearance test and was not designed to 
measure performance, the question of re- 
peat sales was not dealt with. To have 
measured this aspect would have led to 
the second step of installing shades 
chosen by the respondent and leaving 


them long enough for an adequate trial. 
Unexpected factors arising through use, 
such as smudging, possible fading from 
the use of strong cleansers, and similar 
eventualities could then have been taken 
into account. The equally important 
question of whether the colors would 
continue to be pleasing to the respondent 
after they had been installed for a period 
of time could also have been checked un- 
der this procedure. 

Special limitations are sometimes im- 
posed on product testing by the fact that 
neither the finished product itself nor a 
functioning model is available for test 
purposes because of construction costs or 
for other reasons. The usual procedure 
in such cases is to test the product on the 
potential market by means of a mock- 
up, a picture, a verbal description, or a 
combination of these. Although it is 
hardly possible to plan an ideal test 
under these conditions, certain data of 
value can be obtained through tests with 
such materials. Mock-ups and pictures 
can be effectively used in measuring ac- 
ceptance in terms of appearance. To a 
lesser degree they may also be used to 
test receptivity to certain functional 
aspects of the product, short of actual 
performance. 

A test using a mock-up to represent 
the actual product was recently made for 
a manufacturer who contemplated put- 
ting out a new type of miniature fountain 
pen. Since he wished to determine public 
acceptance of the pen before installing 
the machinery required for the manufac- 
ture of the product, he first produced 
some wooden mock-ups. These, except 
for performance, were exact replicas of 
the pen he proposed to manufacture. 
Thus, receptivity to the pen could be 
adequately tested with respect to its 
appearance—the shape, size, and color 
being representative. It could also be 
tested in terms of certain functional as- 
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pects, such as its feel in the hand, its 
usefulness in fitting into small pockets 
and handbags, and other special fea- 
tures. 

In tests limited to measuring accept- 
ability in terms of appearance, pictures 
may be effectively used when a mock-up 
cannot be made. Some products, such as 
glassware, will show up to better advan- 
tage and present a more faithful copy of 
the proposed design if photographed or 
drawn than if represented by the mock- 
up itself. Pictures were successfully used 
in testing the reaction of housewives to 
the design of a new type of milk bottle 
that a manufacturer of glass considered 
producing. Although certain functional 
aspects of the bottle, such as its adapt- 
ability to refrigerator space, ease in 
handling, pouring, and washing, were 
also discussed by respondents on the 
basis of the pictures, the results could 
not be used to evaluate these factors. 

In another test in which appearance 
was of paramount interest to the manu- 
facturer, consumers were shown pic- 
tures of four different styles of automatic 
coffee-makers. Showing them the actual 
models would hardly have been a prac- 
tical procedure for the purpose of this 
test even if models had been available. 
Here again preference could be estab- 
lished only in terms of the aesthetic ap- 
peal of the separate designs. In this case, 
discussion did throw some light on cer- 
tain possible functional advantages and 
disadvantages which the respondents 
could readily deduce for themselves from 
the pictures, such as stability of the 
machine, shape of spout and consequent 
ease or difficulty in pouring, utility of 
the handle, and similar considerations. 


Tests oF INCOMPLETE PRopucT 
IDEAS 


Verbal descriptions of a product may 
sometimes be necessitated by the fact 


that improvements being contemplated 
are still in a rudimentary stage or be- 
Cause an exact representation would re- 
veal more than the maker of the product 
is prepared to disclose when preliminary 
tests are undertaken. A purely verbal 
description of a consumer product is not 
likely to provide a very reliable measure 
of acceptability, since the consumer is 
thus asked to form a largely hypothetical 
judgment. Industrial products, on the 
other hand, are often successfully tested 
in this way, because the user is apt to be 
clearly aware of his own requirements 
and to be accustomed to verbal descrip- 
tions. The acceptance of a new type of 
small engine, for instance, was success- 
fully determined by discussing a list of 
the technical details with small manufac- 
turers who constituted the potential 
market. 

Advantageous use of verbal descrip- 
tion in combination with a picture of the 
product was made in a study of public 
receptivity to a new type of camera. A 
number of features about the camera 
were so revolutionary in design that the 
prospective manufacturer could not af- 
ford to disclose them prematurely by 
showing working models for test pur- 
poses. The test was therefore carried out 
in two phases. 

The first consisted of a verbal descrip- 
tion of the camera, explaining its com- 
pact size, the simplicity of its operation, 
its automatic action, and its low cost, as 
well as its more obvious limitations and 
disadvantages. This description was sub- 
mitted to a group of potential users who 
were asked what they thought of the 
idea. 

At the same time the reaction of a 
similar group of respondents was tested 
by means of a picture of the camera 
showing it in operation and clearly re- 
vealing its other main features—its un- 
usual shape and the fact that it was op- 
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erated with the use of only one hand. The 
combination of verbal description and 
picture would have revealed the in- 
ventor’s idea, which was not disclosed by 
testing the two phases separately. 

Although the results obtained brought 
to light reactions to various features of 
the camera, they could not provide an 
over-all evaluation of the product as a 
whole. Once a favorable reaction was in- 
dicated, however, it was possible to start 
tooling up and to make the actual use 
tests shortly before the product was 
ready to be launched. 


CONCLUSION 


As the foregoing examples demon- 
strate, even the most careful test plan- 
ning cannot always hope to produce a 
complete measure of acceptance when 


inherent limitations in the product make 
ideal conditions impossible. When this is 
the case, too much emphasis can hardly 
be laid on the necessity of clearly per- 
ceiving these limitations at the outset 
and interpreting the resulting data in 
accordance with them. 

The greater the departure of test con- 
ditions from normal use conditions, the 
less reliable the results become. Yet the 
fact is that research methods have been 
developed for ideal tests that have 
yielded data subsequently corroborated 
by sales experience. Such methods have 
been adapted to many product fields. 
Even in instances where ideal conditions 
are not at first apparent, ingenuity can 
often find ways to reach a close approxi- 
mation of them so as to avoid the risk of 
launching an untested product. 








RETAIL STORE OPERATING RESULTS AS 
GUIDES FOR SMALL MERCHANTS 


N. H. COMISH 
University of Oregon 


wo TYPES of retailing costs employed 

as guides singly or in combination 
are (1) small store operation costs, and 
(2) inventory costs. 


SrorE OPERATION CosTs 


Operating costs of retail stores are 
generally expressed as percentages of net 
sales. They represent average ratio costs 
for past retail operations. Examples are 
found in Table I, which is based upon 
data gathered from 525 Oregon mer- 
chants, scattered throughout the state, 
excepting the extreme eastern part. 

Information was obtained by the 
author and his research students through 
personal interviews with the merchants 
operating small stores. About 70 per cent 
of the stores had an annual volume of 
business ranging from $5,000 to $50,000; 
and approximately 30 per cent had 
yearly sales totaling over $50,000. Table 
I gives arithmetical averages of the per- 
centages which various types of ex- 
penditures bear to net sales for different 
store classifications. While the mode or 
the median might be a more representa- 


tive average than the arithmetical aver- 
age, the latter is more readily under- 
stood by small scale retailers, and for 
that reason it is employed. 

As shown by Table I, the per cent of 
operating costs to net sales varies appre- 
ciably for the different store classifica- 
tions. The percentage range is from 42.8 
per cent in the case of flower shops down 
to 17.3 per cent in the instance of gro- 
cery and meat stores. Such variation is to 
be expected for a number of reasons. 
Different types of stores sell different 
goods, vary in the assortment of mer- 
chandise stocked, differ in services given 
customers, are unalike in merchandising 
methods and policies, have different cost 
locations, use different types of sales 
promotion, and require employees vary- 
ing in degrees of skill. 

How do small scale retailers employ 
these data on operation costs and to 
what extent? Some small merchants 
make use of them as guides for future 
operations. They allot advertising funds 
upon the basis of the average cost for 
this item in their particular store classi- 


Taste I.—Averace Operation Costs oF 525 SMALL Orecon Stores, Ciassiriep By Kinp oF Business, 1940 
(Percentage of Cost to Net Sales) 






























































Type of Stores 

Elec- Books, [ ‘ 

Cost Items | pap.| De- D | tric | Flor-| Fur- | Gen- | Gifts,'| ©79- | Hard-| Jew- | Men’s Sport-| vari. | Wom-| Mis- 
ery | Part TUS) Appli-| ist | miture| eral | Sta- |°€fS-| ware | elry | Wear | Shoes| tng oy | Shs | coe 
me ances tionery| Meat Goods Wear | neous 

TotalPayroll*|28.2 16.2 \16.5 17.8 | 19.0 | 15.8 9.9 | 15.1 | 10.5 | 15.6 | 21.3 | 15.8 | 16.2 | 15.0 | 16.2 | 16.1 | 16.4 
Rent Lat 4-5 | 4-9] 3-3 2.8 5.4 4.2 1.1 3-4 z.2 2.9 6.3 a8 4.8 3.6 5.8 4.5 3.9 
Advertising -9 | 2.0] 1.0 5.8 3-2 4.2 8 1.7 7 s.8 2.5 2.7 2.6 2.0 _ 2.5 1.9 
Taxes 3 -§ | 1.8] 1.0 “ “a _ ‘2 1.8 - 1.4 S01 6.3 2.1 1.4 1.9 1.4 | 1-3 
Interest Paid} 1.6 | 2.6 | 1.6 $.9 1.0 1.0 3 ~- of «4 2.1 1.0 1.9 2.1 1.5 S55 Bo8 
Bad Debts 3 5 ‘g ma S81) tee 5 5 4 6 -9 9 7 ol — 7 | 8 
Supplies 1.0} 1.8 | — _ 2.97 — .6 1.6 .6 x 3.2 1.0 —_ — 3.8 1.9 1.5 
Unclassified | 5.7 | 2.0 | 4.1 s.7 | 9.8) 43 3.2 4-7 3.1 4-5 3.0 4-5 2.3 3-4 1.9 3.0| 2.9 
Total 142.7 \31.8 28.0 | 30.2 42.8 30.8 17.8 | 28.8 | 17.3 | 26.8 | 38.9 | 31.3 | 30.6 28.4 | 29.1 | 31.4 | 30-5 








* Operators’ salaries included. 
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fication. They bargain for a rental figure 
comparable to the average rent found in 
their store group. They set up a payroll 
cost quite similar to the average payroll 
expense in their retail classification. And 
they likewise employ other average op- 
eration costs as guides for future opera- 
tions. 

The percentage of the small mer- 
chants in each kind of business using 


Tasie 11.—PercentaGe OF SMALL OrEGON STorES, IN 
SpecirieD Kinps oF Business, Usinc OPERATION 
Costs as GuIDES 1N 1940 








Percentage 
Using 
Guide 


Type of Store 





Men’s wear Leip ab ceng mee Rae Tae 
Hardware....... 54 
Furniture 48 
Auto accessories 46 
Sporting goods........ 44 
Electric appliance 43 
Jewelry 42 
Grocery 41 
Department......... 40 
Florist. cl a a or . 40 
Women’s s apparel. 40 
Miscellaneous. . ba ek eacidé 29 


pas eke Kee Sean, Ce 
SS Saae patent tear Ve 


General merchandise 


COK0K00OVXVPO000RDO4 ADTOO 


Book, stationery, gift. . 





average Operating expenses as a guide to 
future store operations is shown in 
Table II. The range of percentage of 
small stores employing such costs as 
guides is quite wide. It begins with 60 
per cent in the case of men’s wear stores 
and dips to zero in the instance of book, 
stationery, and gift shops. 

There are limitations to be keptin 
mind when employing retail operating 
costs as guides for future store opera- 
tions. In the first place, they have the 
fault of all averages—there are excep- 
tions to them that are warranted. Sec- 


ond, the time elapsing between their date 
and their use might partly invalidate 
them. For example, undoubtedly the re- 
tail payroll cost changed from 1940 to 
1942 when Federal legislation froze farm 
prices, wages, salaries and rents. Very 
likely retail advertising costs fell during 
the whole war period because we were 
in a sellers’ market and still are. Such 
examples indicate the danger small scale 
retailers face when using average oper- 
ating costs in their store classifications 
as guides for future operations. 

When full cognizance of these limita- 
tions is taken, the small merchant might, 
however, still make wise use of the 
guides. If, for example, his own operat- 
ing costs are way out of line with the 
average expenses for his store classifica- 
tion, he should have a mighty good rea- 
son to justify his cost position. Other- 
wise, he should attempt to fall more 
closely into line. Some examples of use 
of the guides are the following. 

One small scale hardware dealer dis- 
covered that his total operating cost in 
1942 was 37 per cent of net sales, while 
the average for his store grouping was 
26.8 per cent. He wisely set out to ana- 
lyze his different items of expense with a 
view to reducing total cost the next year. 
Finding that he was paying too high 
salaries in comparison not only with the 
average for his store category, but also 
with the salaries paid in other stores in 
his town, he cut his payroll cost in 1943. 
A small florist in the same year spent 9 
per cent of net sales for advertising. The 
average expenditure for this form of 
sales promotion was only 3.2 per cent of 
sales volume in his store classification. 
Next year he profitably reduced his ad- 
vertising cost. 

The landlord of a small druggist tried 
to charge him Io per cent of net sales 
for rent in 1942. The average rental cost 
was 3.3 per cent of sales in his store cate- 
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gory. The author was asked by both 
druggist and landlord for his opinion. 
The result, after a little higgling, was a 
compromise of 3.5 per cent of net sales. 
A small women’s wear shop wrote off 6 
per cent of net sales as losses from bad 
debts in 1941, when the average in that 
store grouping was about .7 per cent of 
sales volume. By a better selection of 
credit risks in 1942, the store proprietor 
reduced bad debt losses to .g per cent of 
net sales. Other examples could be given, 
but these will suffice to show the value 
of using, within limits, past operating 
costs as guides to future retail operations. 


AVERAGE INVENTORY Costs 


Some small scale merchants have 
wanted to know what the average in- 
ventory at cost is for stores in their 
group, believing that this information 
would assist them in determining what 
average inventory to carry. So the 
author, by the same procedure already 
mentioned, obtained the average inven- 
tory (at cost) carried in 140 Oregon 
stores doing a sales volume of $25,000 
each in the year 1940. 


Taste III. Averace Inventory at Cost 1n Dirrer- 
ENT Srore CLassiFicaTions CARRIED BY 140 
OreGON STORES Wi1TH SALES VOLUMES OF 
$25,000 Eacu IN 1940 








Inventory 


Type of Store 





General merchandise 
Department 


Building supply 
Book, stationery, gift 
Women’s wear 
Electric supply 
Confectionery 
Combination grocery 





The data are shown in Table III, 
which reveals wide variations in the 
average inventories in the different store 
groupings. The typical meat market 
carried an average inventory of only 
$523 at cost, but it was necessary for the 
jewelry store to stock an average inven- 
tory of $10,960. 

The variations are due in a large meas- 
ure to the different rates of stock turn 
experienced by retailers in the different 
store classifications. Jewelry items, being 
bought by the consumer less frequently, 
naturally turn more slowly than meat 
products. Indeed, one study shows that 
meats have a stock turn of 35 times a 
year, while jewelry stocks turn less than 
1.5 times a year. 

To what extent are merchants in a 
store classification justified in setting 
up as a guide the average inventory 
carried in the grouping? If they take 
account of the limitations of the guide 
they might wisely follow it. First, it has 
the weakness of any average. Second, 
the time element is important. In times 
of prosperity, average inventories are 
generally smaller than in times of depres- 
sion. The inventory guide should there- 
fore apply to the period for which it is 
being employed. Third, if a retailer 
carries primarily the most rapidly mov- 
ing price-lines, he is, other things being 
equal, justified in assuming a lower in- 
ventory than the average in his store 
category. If he carries a good assortment 
of merchandise in a wide variety of price- 
lines, he is, other things being the same, 
justified in stocking a larger inventory 
than the average for his store classifica- 
tion. Fourth, the merchant should also 
take cognizance of future changes in 
business conditions as determined by 
forecasts. 

Finally, breakdowns of the data by 
size of community and of store might 
make the guides more valuable. 
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Marketing Notes 








MARKETING AND EMPLOYMENT* 


ARKETING Strategy will become in- 
M creasingly important to sustain 
high employment in the period ahead. 

It is idle to debate the question whether 
“Distribution Costs Too Much.” It is 
important only to consider whether dis- 
tribution adequately and efficiently per- 
forms its essential functions. The final 
goal is a sustained high level of employ- 
ment. This involves the means to ex- 
change the products of labor for the 
earnings of labor, to complete the chain 
of employment and to keep it moving 
freely, with minimum friction and inter- 
ruption. 

It is a false concept to look upon a 
shipping platform as representing the 
end of the production line of a factory; 
the true picture is a fanlike web, extend- 
ing its threads hundreds of miles and 
finding anchorage in the homes of satis- 
fied customers. Without that anchorage, 
the production line loses its tension and 
gets snarled up. You can no more divorce 
the costs of mass distribution from the 
costs of mass production than you can 
decide the relative importance of the line 
and backfield of a football team. The 
score depends on the combined efforts of 
the whole team. 

Distribution costs are under pressure. 
Whether we like it or not, the pressure 
does exist and has momentum. The long- 
term trend of labor costs is upward. The 
long-term trend of profit margins is 


a. Based on an address before the American Market- 
ing Association, Cleveland, Ohio, January 25, 1946. 


downward. The present condition is a 
difference of degree, not of kind. 

With the turn of the century, the 
shock-absorber for the pressure on prof- 
its was the progressive application of the 
principles of Gantt and Taylor and their 
disciples of production efficiency, who 
initiated time studies and installed labor- 
saving devices to increase output per 
manhour and thus to counter-balance 
higher labor rates. 

But we have squeezed about as much 
out of economies of production as is 
generally attainable. Relatively speak- 
ing, we must seek further economies in 
the distribution bracket of costs. If Mr. 
Bowles has his way, it appears that we 
will have precious little elbow room in 
which to get out of the strait jacket. But, 
in any event, the trend of our economy is 
toward the increasing favor of distribu- 
tion “engineers.” They will be the fair- 
haired boys of the period which lies 
ahead. 

Following the parallel of economies in 
production, end costs will be reduced and 
profits eked out if more sales are made 
(production increased) per hour of effort. 
That result will call for improvement in 
selling craftsmanship, in supervisory 
competence, in management ability, and 
in marketing tactics. It is for us to be 
prepared with the answers, by studies of 
personnel fitness, of selling tools, of 
market potentials, of consumer prefer- 
ences, and of distribution channels. 

We have seen how the demands of all- 
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out war mobilization have accelerated 
technological advances in the physical 
sciences. It remains to be seen whether 
the current economic warfare will like- 
wise accelerate the technique of distri- 
bution efficiency. There is no reason to 
seek defensive cover when shallow econ- 
omists, distorted bureaucrats, or pinkish 
agitators try to belittle and to handicap 
the services of distribution. They admit 
and accept the efficiency of American 
production methods; but they seem de- 
liberately blind to the corollary obser- 
vation that mass production economies 
are inseparably dependent on mass dis- 
tribution methods. 

Contrary to the situation in the past 
century, at present less than a fourth of 
us produce the food for all of us, plus a 
surplus for export. The farmer has ac- 
cordingly benefited in wealth and com- 
fort. But there is some doubt whether it 
is literally true that less than a fourth of 
us are engaged in agriculture. The rail- 
roads carry the farmers’ wheat to the 
mill; the miller grinds it for the baker; 
the baker delivers it to the grocer; the 
grocer makes it available to the house- 
wife. Without that chain of distribution, 
how could the farmer plant enough 
acreage to operate a combine and there- 
by increase his income by increasing his 
production? 


The same applies to the products of 
labor in manufacturing. The factory 
worker can increase his earnings only in 
proportion as he increases his output 
(despite the current din of soap-box 
oratory); which means that the products 
of his labor must spread farther and 
farther, to find more and more customers, 
else his employment cannot be sustained. 
There is no reason to expect, therefore, 
that distribution costs, in the overall, 
can be reduced. There is every reason, 
however, to study objectively and to 
seek economies in distribution for the ul- 
timate gain of the consumer, who is the 
final authority on the law of full employ- 
ment. 

It is for us of the marketing profession 
to smooth the flow of products of indus- 
try, by studies of product acceptance 
intended to reduce sales resistance, by 
studies of market potentials intended to 
improve sales management, by studies of 
selling methods intended to speed the 
turnover of merchandise. That is our 
assignment, and we must not fail in its 
accomplishment, else the eventual ob- 
jective, the postwar V-E (Victory in 
Employment), will be seriously delayed, 
and might even fail of attainment. 

Lyman Hi 
Servel, Inc. 
Evansville, Indiana 


CYCLICAL CONSIDERATIONS IN THE MARKETING 
PROBLEM OF THE NEWSPAPER INDUSTRY 


N VIEW of the fact that we are entering 
I the second postwar period in ap- 
proximately a quarter century, it is sig- 
nificant to examine the cyclical record 
made by publishers of America’s daily 
newspapers in solving their marketing 
problems between the two World Wars. 

The marketing problem of a news- 


paper is both simple and complicated. 
It is simple in that the publisher usually 
has only two things to sell—circulation 
and advertising space. It is complicated 
because the advertising rate structure 
and the amount of advertising that can 
be sold depend on the amount and qual- 
ity of circulation. Furthermore, the 
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problem is unique in that the price 
which the reader, who is the ultimate 
consumer, pays for his newspaper usually 
does not nearly cover the cost of produc- 
tion. The publisher finds it worthwhile 
to sell his papers below cost in a mass 
market and to depend on advertising to 
make up the difference between selling 
cost and price, as well as to provide a 
profit. 

Between the two wars, the cyclical 
movements of newspaper advertising 
linage, and perhaps circulation, appear 
to have been influenced by the rise of 
such competitors as the radio, the news 
magazine, and the picture magazine. 
These and other competitors appear 
likely to be important in the years just 
ahead. Little consideration has been 
given in this study to the actual war 
years; the curtailment of paper supplies 
during these years damped the re- 
sponse of advertising linage and circu- 
lation to the rising tempo of war pros- 
perity. 

The primary postwar depression after 
World War I is especially interesting to 
review at this time from the standpoint 
of the newspaper marketing process. 
This depression, which began in the sum- 
mer of 1920 and lasted until early 1922, 
created no untoward problems for the 
newspaper industry, although it was 
quite sharp as indicated by the Federal 
Reserve index of production. The fol- 
lowing tabular statement summarizes 
the movements of the index (1935-1939 
= 100) during the five-year period which 
began with the last war year and ex- 
tended through 1922, when recovery was 
well under way: 


Per capita consumption of newspapers 


by the American public declined at the 
end of World War I (probably because 
war news no longer was clamoring for 
attention) but thereafter generally in- 
creased during most of the ensuing dec- 
ade, including the period of the primary 
postwar depression. Total circulation of 
newspapers also was off in 1919, as com- 
pared with 1918, but rose steadily there- 
after and by 1922 was above 1918 levels. 
The rate of increase between 1920 and 
192I was moderate, but there was a 
gain even when the slump in almost all 
lines of business activity was at its worst. 

National advertising receded modestly 
from 1920 to 1921 but by the end of 
1922 had recouped its loss. In the yearly 


Tasie I.—Inpex NumsBers or Newspaper Circuta- 
TION AND ADVERTISING, 1918-1922 


(1918 = 100) 








Per Capita 


Consumption Advertising 


Total 
Circu- 
lation 








Morn-| Eve- | To- 
ing | ning| tal 


Na- 
tional 


To- 


Local tal 





1918 | 100 100 | 100 100 100 | 100 
1919 | 92 gI gI 167 97 | 111 
1920 | 93 95 | 94 222 | 125 | 144 
1921 94 95) 95 200; 131 | 144 
1922 | 99 97 | 98 222 139 | 156 























Source: Index numbers prepared from Editor and 
Publisher circulation data and from estimates of adver- 
tising by the American Newspaper Publishers’ Associa- 
tion. 


data on local advertising, the primary 
postwar depression is not evident be- 
cause substantial gains were made in 
linage between 1920, a boom year, and 
1921, a depression year. Table I sum- 
marizes the movement of the newspaper 
indexes in the period immediately fol- 
lowing the first World War.? 


1 Data on total circulation for all tables were origi- 
nally in millions of copies. Per capita circulation was 
obtained for each year by dividing total circulation by 
estimated population for that year. Advertising data 
were in millions of dollars. 








68 


THE FOURNAL OF MARKETING 





In appraising the excellent showing 
made by the newspaper industry in the 
first depression after World War I, it 
must be recalled that the newspaper 
then had relatively few competitors for 
the advertiser’s dollar or as a news 
medium. There are many more competi- 
tors now. 

The complete business cycle which ex- 
tended from the peak year of 1929 to the 
first succeeding peak in 1937 included 
one of the most severe depressions in the 
history of the nation, and was one from 
which the advertising revenues of the 
newspaper industry as a whole never 
fully recovered. Competition from other 
news and advertising media was much 
more severe in the 1930’s than in the 
1920's. 

The severity and length of the depres- 
sion of the early 1930’s is indicated by 
the movements of the Federal Reserve 
index of production during the eight 
years beginning with 1929 (1935-1939 
= 100): 


Ni 4 da baie exes comes 110 
Ds ket Sikig eine ateia'a wise gI 
RCO PE EET 75 
SG Aa aide tn ea ede a 58" 
RV wewccatewhenciede 69 
ECE eer ees re 75 
Nias oben 60en sw eewes 87 
PM cA déudsecekKeseens 103 
Er cree 113 


* Low was 54 in March, 1933. 


The fluctuations of the newspaper in- 
dexes during this severe depression are 
shown in Table II. 

The interesting development shown 
by these indexes is the failure of news- 
paper advertising, bulwark of revenue 
for the industry, to recover even to 
three-quarters of the 1929 level. Total 
newspaper circulation, which contributes 
approximately a third of newspaper 
revenues, was above 1929 levels by 1937, 
and per capita consumption of morning 


Taste I].—Inpex NumsBers or Newspaper CIRCULA- 
TION AND ADVERTISING, 1929-1937 

















(1929 = 100) 
Per Capita — 
Consumption Total Advertising 
Year Circu- 
Morn-| Eve-| To- | lation | Na- To- 
ing | ning| tal tional | Local | yay 
1929 | 100 | 100 | 100] 100 | 100 | 100 | I0o 


1930 | 99 99 | 99 | Io 88 83 85 
1931 | 97 | 96| 96] 98 | 79 | 75 | 76 
1932 | 92 88 go | 92 61 60 60 
1933 | 88 85 | 86) 89 56 54 | 55 
1934 | 93 88 | 90} 93 63 60 | 61 
1935 | 95 91 | 92] 97 64 64 | 64 
1936 | 101 95 | 97 | 102 72 70 71 
1937 | 103 96 | 99| 105 | 73 | 73 | 73 


























Source: Editor and Publisher circulation data; Ameri- 
can Newspaper Publishers’ Association advertising 
estimates. 


papers also had more than regained de- 
pression losses. 

The poor comparison between the 1937 
recovery peaks and 1929 levels with re- 
gard to advertising expenditures stems 
from the severity of the slump from 1929 
to the lows of 1933, because percentage- 
wise thereafter advertising expenditures 
outdistanced the circulation and per 
capita consumption indexes in the re- 
covery. 

Recovery was slow from the brief de- 
pression of 1938 but declines from 1937 
to 1938 had been small in all the indexes 
except national advertising. This is in- 


dicated in Table III. 


Taste II].—InpeEx Numsers or Newspaper Circv- 
LATION AND ADVERTISING IN THE 1938 RECESSION 




















(1937= 100) 
Per Capita it 
Consumption Total Advertising 
Year Circu- 
Morn-| Eve-| To- | lation| Na- | To- 
ing | ning| tal tional | Local | 4] 
1937 | 100 | 100] 100 | 100 | I00 | I00 | 100 
1938 | 94 | 95| 95] 95 | 77 | 90 | 86 
1939 | 96 | 93] 94] 96 | 80 | gt | 88 
1949] 99 | 96] 97| 99 | 84 | 93 | 9 
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Tape IV.—NewspapPer ADVERTISING AND VARIOUS OTHER INDEXES, 1929-1940 








News- Maga- : Farm 
| Federal| Dept. Bank paper alee Radio Outdoor Paper Car Steel Cement 
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1929 110 III 77.92 
1930 91 103 .16 
1931 75 93 -12 
1932 58 7° . 86 
1933 69 66 +70 
1934 75 75 -66 
1935 87 78 .23 
1936 103 87 -72 
1937 | 113 93 -08 
1938 89 85 -12 
1939 | 108 89 -47 
1940 | 123 94 -O5 
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® Federal Reserve index of production (1935-1939 = 100). 
Federal Reserve index of department store sales (1923-1925 =100). 

© In billions of dollars, 141 cities, Federal Reserve Board. 

4 McCann-Erickson, Inc. (1928-1932 = 100). 

© Ibid. 

! Ibid. 

& [bid. 

b Ibid. 

‘In thousands of cars, weekly average freight car loadings, American Railway Association. 

} In thousands of net tons, monthly average steel ingot production, American Iron and Steel Institute. 
Portland cement production in million barrel units, monthly average, U. S. Bureau of Mines. 

! Monthly average in millions of dollars, U. S. Department of Commerce. 

™ Index of employment in manufacturing industries (1923-1925 = 100), U. S. Department of Commerce. 


If newspaper advertising were the Taste V.—Newsparer CIRCULATION AND 
only criterion, and it is the principal one, pean hase itt 
newspaper publishing was a “‘sick indus- Torat | Advertising 
try” when the recovery of 1937 had Circulation Per Capita Expenditures 
reached its peak. This, of course, does (Millions of | Circulation | (Millions of 
not mean that all newspapers were hard — — 
pressed financially. But the industry as 1941 42 
a whole had experienced a decline in ad- —_194 4! 
vertising revenues, as compared with aa = 
pre-depression levels, which was similar 1937 
to the slump felt by the railroads, the 1936 
construction industry, and others. aa 

Table IV indicates the relatively poor 1933 
recovery record made by newspaper ad- 1932 
vertising in comparison with other indi- a 
cators of business activity and with the 1929 
record of other industries and other 1928 
advertising media. Newspaper advertis- a 
ing also made a relatively poor showing _ 1925 
in the recovery from the short, brief de- 194 
pression of 1938, although the showing aan 
was slightly better than that made by 1921 
magazine advertising. The comparison — 
of advertising with other indexes is made Roe 
in Table IV. 

An overall summary of the newspaper Source: Circulation columns prepared from Editor 


industry’s secoed is solving ‘ts market. + — _ and from yearly estimates of popula- 
‘ : : ion. Estimates of advertising are by American News- 
ing problem in the period between the paper Publishers’ Association. 
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two World Wars is given in Table V, 
which shows total circulation per day, 
per capita circulation per day, and yearly 
advertising estimates in each year. 

Table V merely confirms other data 
in this study indicating that the news- 
paper industry was rather successful in 
meeting its marketing problem in regard 
to circulation. Contrariwise, the indus- 
try was less successful in inducing ad- 
vertisers to make expenditures for ad- 
vertising space. Some individual news- 
papers, however, made outstanding gains 
in both advertising and circulation in the 
period between World War I and World 
War II—even in the 1930’s. 

In summary, cyclical movements were 
evident in advertising and circulation 


between World War I and World War II, 
although the fluctuations during the pri- 
mary depression after World War I are 
unimportant. In general, the 1920’s were 
lush years for newspaper advertising and 
the 1930’s were depressed. The failure 
of the newspaper industry’s advertising 
linage to recover from the 1932 depres- 
sion to an important degree is rather 
marked. In this regard, the marketing 
record of the newspaper industry has not 
been so satisfactory as that of many 
other industries. The marketing per- 
formance in regard to circulation has on 
the whole been better. 


CHARLES V. KINTER 


Northwestern University 


TRENDS IN THE SELECTION AND TRAINING OF SALESMEN 


HERE is a growing feeling that the 

most fruitful area in dealing with 
sales personnel problems lies in what may 
be called the “approach,” the state of 
mind of management. As sales manage- 
ment grows up, there seems to be less 
concern with setting up dogmatic 
“rules.”” Sales managers apparently are 
thinking more of getting back to first 
principles: ““What are we trying to do?” 
“We are supposed to have ‘objectives.’ 
What are they?” “‘We are trying to es- 
tablish better control of marketing 
effectiveness. How?” There is no one 
answer—nor any one unvarying set of 
answers. 


SELECTING SALESMEN 


Most broadly accepted, apparently, 
are three simple changes in conventional 
selection methods which are helping to 
reduce the percentage of misjudgment. 


First is the development of a basis for 
rating the personal histories of appli- 
cants. Everybody agrees that it may not 
be a bad idea to have sales candidates 
make written applications. But few em- 
ployers have had application forms that 
say: “This man’s record adds up to a 
more or less specific grade, which can be 
compared with the grades of men who 
have made good in the same kind of 
work—and with the grades of those who 
have failed.” 

To get the basis for the necessary 
weighting processes it is necessary, of 
course, to have enough personal histories 
of sales people of contrasting success 
levels to supply the basis for the required 
calculations. Relatively few sales forces 
have enough people to supply this sta- 
tistical background from their employees 
alone. But where thousands of salesmen 
—in an industry, or among a manufac- 
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turer’s retail outlets—do identically the 
same kind of work, it has proved prac- 
ticable to make a dependable factual 
study of what makes a good salesman— 
and what makes a poor one—in that par- 
ticular field. The life insurance com- 
panies long ago demonstrated this. 

Another selection procedure that every 
employer of salesmen readily accepts in- 
volves only one little change in the 
every-day method of investigating ap- 
plicants. Even though he doesn’t do so, 
every employer of salesmen knows he 
should get in touch with past employers 
of applicants. He should check up on 
their work records. But the usual prac- 
tice has been to write a letter—and the 
ex-employer is seldom willing to put the 
truth in writing. 

But if he is called on the phone—or, 
better still, seen in person—and is asked 
certain specific questions, his answers 
are liable to be much more revealing. 
“Was he in your employ between these 
two dates?” “‘He tells me he earned, so 
much, with you—is that right?” ““What 
were the reasons for his leaving?” “‘Did 
he drink too much?” “Is he honest?” 
“How did he get along with others?” 


And the $64.00 question: “Would you 


hire him again?” 

In a letter the former employer might 
answer any or all of these questions 
favorably. In a conversation he may still 
say “O.K.” in a positive, unhesitating 
way. But often he will begin with 
“Wel-1-l, ...” and his way of saying 

yes” may mean “no.” 

The third selection step which nearly 
every employer is ready to take for 
granted is that he must interview every 
applicant. Yet few have a basis for inter- 
views that really bring out facts. All too 
often the practice has been to look for 

Personality” and ‘‘appearance”—and 
let it go mostly at that. 

Both characteristics are necessary. 


But results will be improved by looking 
consciously for a few more qualities or 
traits. Is there sufficient evidence of 
motivation that will tend to force the 
applicant to work? Is there any basis for 
confidence that the new man will turn 
up for work when he says he will? Is 
there possibility of his making trouble 
in the organization? Has he grown up 
or is he still immature, regardless of 
age? 


TRAINING SALES PERSONNEL 


Assuming that an effort has been 
made to select the kind of sales people 
who have a better-than-even chance to 
succeed and that the compensation plan 
has in it incentives and other elements 
that help attract and hold good men, 
how are they going to be trained? Who 
will train them? 

Obviously, there is no sure-fire method 
of training that will fit all shapes and 
sizes of business need. Certainly, the 
“inspirational speaker’”’ is not necessarily 
a trainer, no matter how many thrills he 
may stir up. Certainly, too, the pseudo- 
psychologist often does more harm than 
good. Neither of these is a substitute for 
sound “home-made” training. Training 
is, first of all, part of the regular, every- 
day job of management and direction; 
and the outsider who administers thrills 
or tricks-of-the-trade at so much per 
head too often muddies the water. 

Being a matter of management’s con- 
trol of what the salesmen do, the prime 
objective of training is to demonstrate 
and instill a respect for good form in the 
performance of sales tasks. It is a coach- 
ing job and there are certain influences 
affecting sales coaching that seem worth 
considering. 

First, the differences between the 
“conference” type of training and the 
“instruction” type are being given more 
and more attention. Of course, the main 
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difference is that, whether. men are 
trained as individuals or in groups, the 
instruction type endeavors to funnel 
facts, and skills, and attitudes into sales- 
men’s minds; while the conference type 
leads trainees to contribute to the plan 
and then to use it, because it is at least 
partly “their baby.” 

The leader has to be better prepared 
for a sales “‘conference” than for a sales 
“meeting,” because he has to be able to 
direct all discussion toward a point where 
all agree on some plan and also agree to 
act. No matter which type of training is 
employed, however, there seems no 
doubt that growing numbers of sales 
managers recognize the need for con- 
sideration of the teaching principles in- 
volved—how to conduct a conference 
with an individual or a group, or how to 
instruct. This is one place where it may 
be safe to venture acceptance of three 
“rules.” 

In the first place, training for sales 
people must not only be “practical.” 
It must also be something that the sales- 
men recognize as practical. Second, it 
must be clear, and this is a place where 
much training effort falls down. Third, 
it must be easy-to-take. Those three 
“rules” are easy enough to state. But 
application is far from easy, and every 
industry must work out training details 
to fit its own needs. Some current trends 
do, however, seem worth the special at- 
tention of sales managers. 

One is the trend toward investigating 
the overall possibilities of making more 
specific use of teaching methods in sales 
management. Another is the tendency to 
look into the application of teaching 
techniques to the foreman training 
methods which industry has applied on 
such a broad scale during the past few 
years. Still another is the trend toward 
making use of the teaching experience 
gained in military training. 
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TEACHING AND TRAINING 


In general, few sales supervisors have 
liked to think about themselves as 
teachers. We like to take off our coats 
and say, “I’m not a teacher. I’m just a 
guy from the good old firing line.” And 
then, without realizing it, we do our best 
to do a good job of teaching because 
teaching is one of the main responsibili- 
ties of the sales trainer, or sales manager. 

In fact, John H. Dillon, formerly a 
professor in the School of Education at 
Indiana University, has shown that 
teaching methods are closely parallel, 
not only to the methods of sales manage- 
ment, but to the principles employed in 
the selling process itself. 

For example, the teacher’s first step is 
to put his students at ease and get them 
interested in what his subject is all about. 
And that is just what the salesman is 
trying to do with his customers and the 
manager with his salesmen. Then the 
salesman, or sales manager, tries to ex- 
plain his subject clearly. And, of course, 
that is what a teacher tries to do. After 
getting interest started, the teacher goes 
into the details. He checks and re-checks 
and cross-checks. He repeats his ex- 
planations until he is sure the students 
have got the idea. Then, he sends them 
to the blackboard and lets them do the 
work for themselves. Finally, he gives 
them an examination, to check results. 

The selling process aims at doing 
exactly the same things. After a compe- 
tent salesman puts his customer at ease, 
and tells a clear story of his product or 
service, he lets the customer test the 
merchandise or service for himself. He 
“demonstrates.” Then, he says, “Well, 
you’re going to get a lot of pleasure out 0! 
this, aren’t you? So let’s scribble an 
order.” That’s the “examination” the 
salesman gives his “students.” He asks 
for the order. 
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Sales management can also adapt 
many of the teaching procedures used in 
wartime industrial training, particularly 
those used in the work of the Training 
Within Industry Service of the War 
Manpower Commission, which trained 
upwards of 1,800,000 foremen during the 
war. We at Studebaker think so much 
of the possibilities of adapting these 
principles to the training of “‘sales fore- 
men’’—retail sales managers—that we 
have brought one of the best T. W. I. 
men into our Sales Training Division. 

One thing we like about the principles 
on which war-time foreman training 
service was built is their simplicity. The 
only ‘‘text-books” are three little cards 
plus the experience of the men being 
trained. The discussion leader uses the 
cards as a guide in drawing out the ex- 
perience of the men in the group. All 
contribute to the program. Their par- 
ticipation not only produces a better 
program, but also tends to forestall the 
“practical” man’s temptation to cry 
“Theory!” (Sometimes it appears that 
there is nothing less practical than many 
a “practical”? salesman’s automatic re- 
sistance to any effort to find controls 
which will save his time and increase his 
earnings.) 

The potential influence of military 
teaching experience on the training of 
salesmen is suggested by the fact that it 
seems generally agreed that the officers 
who “threw the book at them” during 
the war were, by and large, the ones who 


got best results. Those who went off on 
their own tended to get into difficulties 
more frequently. 

At any rate, reviewing the War De- 
partment’s manual on Military Training 
(FM 21-5) and substituting the words 
“sales manager” wherever the word 
“officer” appears is leading many sales 
managers to probe further into this field; 
and to discuss the subject with officers 
who are returning from the wars. 

Finally, most of the members of the 
National Society of Sales Training Exec- 
utives agree that their greatest concern 
these days has to do with the subject 
of leadership training. Certainly, top 
management is emphasizing more and 
more strongly that the responsibility for 
grading up the human assets under his 
direction is a major, and not a minor, 
function of every sales supervisor’s job. 

It is no secret that, in the past, the 
breeding up of sales effectiveness has, all 
too often, been left to self-propagation. 
But, largely through the joint efforts of 
the N.S.S.T.E., the National Federation 
of Sales Executives, the Committee for 
Economic Development, and the Ameri- 
can Marketing Association, better meth- 
ods of selecting and training sales people 
are being planted and cultivated ac- 
cording to the special requirements of 
thousands of individual businesses. 


Davip R. OsBorNE 


The Studebaker Corporation 
South Bend, Indiana 


THE CREDIT MAN IN MARKETING CONFERENCES* 


A’ A FIRM’s marketing conferences, 
the representative of top manage- 
ment has his seat of honor and authority 
at the head of the table. The sales man- 
ager is there, prepared to lead, if not 


dominate, the discussion. If the firm has 
a research department or division, its 


* Based on an address before a meeting of the New 
York Legal Problems in Marketing Group of the Ameri- 
can Marketing Association. 
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head is present to supplement the sales 
manager’s explanations with charts and 
tables—or perhaps the representative of 
some outside market research agency 
sits in for this purpose. The advertising 
manager, or some advertising agency 
man attends. Possibly the production 
manager is there, for matters of product 
design or production schedules may have 
to be referred to him. 

There is commonly quite an assem- 
blage at a marketing conference. But in 
no marketing conference that I have at- 
tended in a consultant capacity, and in 
few that I have heard about, has the 
firm’s credit manager participated. 

Perhaps mere thoughtlessness ac- 
counts for the failure to include the 
credit man in these conferences—it is not 
realized that he may have much to con- 
tribute to a marketing conference. Per- 
haps he is excluded because he is thought 
of as a dyspeptic no-sayer whose pri- 
mary occupational qualification is a 
good working set of stomach ulcers. 

The latter view of the credit manager 
does him a grave injustice. The credit 
man of today is definitely not a no-sayer. 
On the contrary, he is a promotional ex- 
pert and usually a very keen one. 


THe Crepir MAN AS A 
PROMOTIONAL ExPERT 


When a new order comes in, the credit 
man writes to the customer requesting a 
financial statement. His letter, however, 
is not merely a request for that state- 
ment and nothing more. It probably 
opens with: ““My dear Mr. Jones: May 
I, as credit manager of the X company, 
take this opportunity to welcome you to 
the ranks of our satisfied customers.”’ It 
proceeds with a real promotional job of 
selling the company and building good- 
will. Incidentally, it indicates that sub- 
mission of a financial statement by a 
new customer is customary practice in 


the line of business, and notes that a 
statement form has been enclosed for 
Mr. Jones’ convenience. 

In his collection correspondence, the 
credit man seeks to obtain the payments 
due his company, but he does so in such 
a way that he maintains the customers’ 
goodwill. If a customer is slow in his 
payments but a good long-run risk, 
many of the collection letters addressed 
to him are as much direct-mail sales 
letters as they are collection reminders. 

To discounting and prompt-paying 
customers who need no collection re- 
minders, the credit man occasionally 
sends “good-will” letters whose only ob- 
jective is the promotional one of retain- 
ing the loyalty of such customers to the 
firm. Could any effort by a sales manager 
or advertising manager accomplish more 
in maintaining customer loyalty than a 
letter such as the following sent out to 
the firm’s best customers: 


My dear Mr. Jones: 

I seldom, if ever, have occasion to com- 
municate with you in the regular course of 
business for the reason that your account 
does not necessitate correspondence from the 
Credit Department. 

So I am stepping from behind my desk at 
this time to speak to you personally for a 
moment and tell you just how much you 
have helped me in my particular field of 
activity for the (X) Company during the 
past year, as in other years, by the prompt- 
ness with which you have followed your 
maturities and the consistency with which 
you have earned your discounts through both 
good times and bad. 

I trust we have merited your continued 
consideration as you have merited our high 
regard and enduring confidence, and that 
we may rely on your wholehearted support 
in the future as in the past, for bigger and 
better things to come. 

With my personal regards, and hoping 
that 1946 may be the banner year of youl 
entire history, 

Sincerely and gratefully yours 


i. ee a 
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The modern credit man is as pro- 
motionally minded as any of the other 
executives who attend a firm’s marketing 
conferences. He may be able to make 
valuable contributions to those confer- 
ences. My files have yielded a number of 
illustrations where credit managers, who 
either were called in upon marketing 
conferences or had subsequent oppor- 
tunity to comment upon the decisions of 
such conferences, were able to give cru- 
cial information or give crucial sugges- 
tions on proposed marketing policy. 


CONTRIBUTIONS OF CREDIT MEN 
TO MARKETING CONFERENCES 


A manufacturer of style hats had been 
selling through selective outlets in a 
regional area. For various reasons, he 
was operating on a slim profit margin. It 
was imperative that sales should be 
stepped up. The issue arose whether to 
seek expansion by dropping the firm’s 
policy of selling only through selective 
outlets, one in each city and town, or to 
maintain the selective outlet policy but 
expand the sales area. 

The arguments for either of these 
policies seemed fairly balanced until the 
credit manager, who was at the confer- 
ence, made the point that in choosing 
selective outlets, they had been able to 
develop a customer list of only the 
highest-grade risks, with a result that 
bad debt losses and collection costs were 
negligible. If this policy were discon- 
tinued, they would have to sell through 
haberdashery and men’s wear shops of a 
distinctly lower credit type; bad debt 
losses and collection costs would un- 
questionably be higher. 

He was unable, on the spur of the 
moment, to give the conference any exact 
figures on the relative risk and cost ele- 
ments, but as a result of his warning the 
decision was postponed until some re- 
search on the matter could be done. The 


results of this research showed such a 
differential in relative credit risks of the 
different classes of outlets that the de- 
cision was to maintain the selective out- 
let policy and seek the added sales 
volume through territorial expansion of 
the sales area. 

I have record of another case, that of a 
lumber products company, in which the 
credit man’s advice led to abandonment 
of a selective outlet marketing policy. 
The top management of this company 
had the fixed idea that certain mass out- 
lets that might be developed by the 
company would involve high bad debt 
loss. The sales department had not been 
able to convince the top management to 
the contrary. 

The credit manager, who had not been 
present at the conference on this subject, 
learned of the situation. On his own 
initiative he prepared a report which 
showed that, while proportionately 
higher bad debt losses and collection 
costs would result from selling through 
the mass outlets, a clear and substantial 
net profit would be gained on the added 
volume of sales. Top management was 
persuaded by these figures, and the 
marketing policy of the firm was changed 
accordingly. 

In another case from my files, the 
credit man’s knowledge of relative risks 
of chain stores and independent re- 
tailers was a crucial factor in determining 
which of these two classes of outlets 
should be employed. 

A very interesting case involved the 
issue of multiple pricing. A collar com- 
pany had a well-established brand line 
that retailed at three for a dollar. They 
wondered about the possibility of reach- 
ing out toward a larger mass market 
with a collar that would retail at five for 
a dollar, which price would give them a 
slim unit profit but possibly a substantial 
total profit. They didn’t want to sacrifice 
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the trade name. Someone suggested that 
an extra run of their collars be put 
through, differing in no way from their 
regular output, except that the word 
“seconds” would be stamped on the in- 
side, thus implying that there was some 
slight defect. This was a sound multiple 
pricing idea, which has often been suc- 
cessfully used with other products. 

The credit manager heard of the pro- 
posal and pointed out a factor that the 
other marketing people had overlooked. 
The haberdashers through whom much 
of the company’s output was sold were, 
as a class, relatively poor credit risks. 
The unit profit margin on the wholesale 
price for three-for-a-dollar retail sale, 
however, amply covered the inevitable 
bad debt losses and collection costs. Unit 
profit on the wholesale price for five-for- 
a-dollar resale would be much lower and 
would not cover, or would barely cover, 
the added losses that would result from 
the increased sales. 

Besides his expert knowledge on rela- 
tive credit risks, the credit man is some- 
what of an authority on business cycle 
fluctuations. He must be, to anticipate 
recessions that may convert borderline 
acceptable risks into probable insolvents, 
and to anticipate rising markets that 
warrant credit terms to customers who 
at the moment may be just below the 
margin of acceptability. The sales man- 
ager, of course, is also a student of busi- 
ness cycles. But it will do no harm to 
have two experts on this subject at a 
firm’s marketing conference. 

The sales manager is a confirmed opti- 
mist on business forecasts as upon all 
other matters—if he isn’t, he is the 
wrong sort of person for a sales manager. 
The credit manager is not a pessimist, 
but he is less likely than the sales man- 
ager to ignore unfavorable portents. If 
the sales and credit managers are in dis- 
agreement as to what the coming months 


are likely to bring in the way of business 
conditions, let them argue out their op- 
posing views. The others at the confer- 
ence will probably derive a better bal- 
anced picture of anticipated market con- 
ditions than if they listened only to the 
sales manager’s views. 


HELPING THE CREDIT MAN TO DO A 
Betrer CREDIT Jos 


In several ways, then, the credit 
manager may contribute substantially to 
a marketing conference. Another reason 
for having him there is that he may learn 
things at the conference that will enable 
him to apply a sounder credit policy, and 
otherwise improve the work of his de- 
partment. 

I know of one case where the manv- 
facturer of a nationally advertised brand 
of men’s suits decided to have one outlet 
in every college town, no matter how 
poor such outlet might be as a credit risk, 
in order that the students of the college 
would have the fullest opportunity to 
purchase this brand of suits during their 
impressionable college years. This was 
sound promotional policy, even if it did 
involve some bad debt losses that other- 
wise might have been avoided. The credit 
manager of the firm, who was called in 
on the conference, agreed to check 
through these college town accounts 
without regard to their credit standing. 

Suppose, however, that he had simply 
been notified, without explanation of the 
underlying promotional considerations 
involved, that he was to approve orders 
to these accounts even when he was con- 
vinced that they were unsatisfactory 
credit risks. Would he not have felt that 
such an order indicated lack of confi- 
dence in his credit judgment? Would not 
the seeds of mistrust have been sown 10 
his mind—either mistrust of his own 
credit policy, or of his management's 
appreciation of his credit work? As it 
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was, the discussion at the conference in- 
dicated the promotional considerations 
that lay behind the decision, and the 
credit manager willingly cooperated in 
this promotional effort. 

In another case, a shirt company had 
a dead stock of some brash yellow shirts 
that had been on their shelves for a 
couple of years. At the annual marketing 
conference it was decided to move these 
items at cut prices to any outlets that 
would take them. Salesman on the 
company’s southern routes would be 
instructed to offer them to negro outlets 
ordinarily not approached. 

The credit manager was not informed 
of these decisions. When orders for these 
yellow shirts started coming in from 
negro outlets which investigation indi- 
cated were definitely inferior credit risks, 
the credit manager as a matter of course 
disapproved them. Eventually the mis- 
understanding was cleared up, but only 
after heated dispute between the sales 
and credit managers, and at the cost of 
considerable ill-feeling within the organi- 
zation. 

Most conscientious credit men en- 
deavor to make an annual field trip and 
visit as many as possible of their cus- 
tomers. This is not a collecting trip, nor 
are the visits confined to borderline ac- 
counts on which the credit man wants to 
make personal judgments. To a con- 


siderable extent, this field trip is a pro- 
motional effort. 

The credit man visits good accounts as 
well as bad ones. He talks man to man 
with them, gets a “‘feel” of their business, 
builds up their good will for his firm. If 
he has attended his firm’s marketing 
conferences, he is better primed on the 
products that the customers handle, on 
any peculiar problems that they face, on 
forecasts of business conditions that may 
be of interest to them. He is a better 
goodwill ambassador for his firm because 
of this background. 

In conclusion, may I point to an edi- 
torial that appeared in the May, 1945 
issue of the Department Store Economist, 
a retail store magazine. One paragraph 
from this editorial read as follows: 


Who knows your best customer and your 
customer best? The credit manager. He is 
the best judge of public reaction to your 
credit policy, its acceptance or rejection. He 
is the first to cover customer complaints and 
knows the reasons that cause complaints and 
the conclusion. Get him into your depart- 
ment store policy conference. 


For mercantile and retail houses, the 
recommendation is the same: the credit 
man should be included in the firm’s 
marketing conferences. 


Wiuiam J. SHutrz 
College of the City of New York 
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Transportation 

Warehousing 

Wholesaling 


78 


Government and Marketing 


Federal, State, Local Regulation 
Taxation 

. Marketing Theory 

. Prices and Price Policies 


Statistics 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Radio Listening. Charles H. Sandage, 
Miami Business Review, The School 
of Business Administration, Miami 
University, March, 1946. 


An intensive survey of radio listening by 
persons in Butler County, Ohio, was made 
during the week of November 11-17, 1945. 
The purpose of the study was (a) to test a 
method which would provide qualitative in- 
formation about radio listening, and (b) to 
ascertain the extent and character of listen- 
ing in areas not covered by regular measure- 
ment services. 

One hundred eighty-six families returned 
484 completed diaries for the week. While 
this article details only a small part of the 
findings, it does show listening habits sep- 
arately for urban and rural women, urban 
and rural men, and for boys and girls. Pre- 
sumably the complete study will give a much 
more detailed qualitative breakdown of the 
listener audience. Dr. Sandage places great 
emphasis upon the necessity for this sort o! 
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qualitative analysis in radio audience studies. 

He says, in part, “It thus behooves both 
radio stations and advertisers to check con- 
stantly the degree to which individual pro- 
grams and commercial messages attract po- 
tential customers (not just listeners) and 
move them to buy. A highly effective method 
of measuring both factors is to be found in 
combining the use of the listener diary with 
a product purchase diary. Both diaries must 
be kept by the same families.” 


1.2 A Survey and Poll on the Subject of Uni- 
form Sizes for Manufacturers’ Cata- 
logs. (New York: The Modern Sta- 
tioner, 1945, pp. 7.) 

The inconvenience in using manufac- 
turers’ catalogs because of their varying 
sizes has been one of the irritations to which 
stationery and supply dealers have long been 
subjected. The Modern Stationer in 1945 
began a campaign for the standardization of 
the size of catalogs, one part of which was a 
survey of dealers. Of 3,000 dealers, 94.8 per 
cent voted for the adoption of a 11 by 83 
catalog size. 


1.3 Macfadden Publications, Inc. 


The Wage Earner Forum, Vol. 4, No. 2, 
issued March 1, 1946, is devoted to the sub- 
ject of grade labeling and descriptive labeling. 
Three-fourths of the women included in the 
survey had heard of grade labeling and a 
little over one half were familiar with the 
term “descriptive labeling.” However, of the 
women who had heard of these terms, only 
11.9 per cent gave fully correct answers as to 
their meaning. When grade labeling was ex- 
plained to them, 48.5 per cent of all the 
women in the survey said that they would 
like to buy canned foods on the basis of 
government grades. If all foods were labeled 
according to government grades, the quality 
of foods would become better, in the opinion 
of §9.1 per cent of the women. 

Experiments were conducted in which 
respondents were asked to study five sheets 
of illustrations, each showing two cans of 
peas. One was a well known, nationally ad- 
vertised product, Green Giant Peas. The 
other was a lesser known brand, Owatonna 


Peas. Each can was shown two ways: (a) 
as seen on the shelf, and (b) with the label 
stretched out flat. The respondent was 
asked to assume that both brands sold at the 
same price and to study the labels of both 
brands carefully, then to make their choices 
between them as they would if they were 
actually shopping. 

The Owatonna brand, when shown with 
either a grade label or a descriptive label, 
was preferred over a Green Giant label that 
was supported only by its advertising. In this 
comparison, the preference for Owatonna 
was greater when it was shown with a de- 
scriptive label than when it carried a grade 
label. In another set of tests, however, Green 
Giant did a little better with a grade label 
than it did with a descriptive label, and in 
both cases won out over Owatonna which 
was equipped with a grade label. 


1.4 Information in Advertising II. (New 
York: Committee on Consumer Rela- 
tions in Advertising, Inc., 1946, pp. 68. 
$4.00.) 


All the advertisements in eight magazines 
were checked for the period of May, 1938 to 
March, 1944 to ascertain the items of infor- 
mation which they contained. About 200 
direct mail pieces, booklets, and radio scripts 
were likewise scrutinized. In order to make 
comparisons between World War I and II 
and between prosperity and depression, spe- 
cial, more limited investigations were made 
of advertising in 1917-18, 1928, and 1932-33. 
The purpose was to determine the quantity 
of information in the advertisements, not 
what information they ought to contain nor 
how good or poor it might be. 

Five mature checkers compared the entire 
set of advertisements with prepared check 
lists of information items that had been 
tested in a prior study. While there is varia- 
tion among their findings, “‘in general the re- 
sults are sufficiently consistent, especially if 
they are regarded in terms of ‘yearly totals 
rather than of the sum total of all the years 
included in the study, to justify belief that 
in this respect the method employed was 
valid.” The analysis is made in terms of the 
findings of the checker showing the /owest 





20 


THE JOURNAL OF MARKETING 





average number of information items per ad- 
vertisement. 

A few sample findings chosen from the ten 
commodity lines covered (canned fruits and 
vegetables, packaged cereals, men’s shirts, 
shoes, sheets, blankets, carpets and rugs, 
cosmetics, refrigerators, and washing ma- 
chines) are given below: 

Packaged cereals: Statements concerning 
principal ingredients, nutritive qualities, 
medicinal values, benefits other than medic- 
inal, and directions for use appeared in one- 
third or more of the ads. Direct mail adver- 
tising averaged fewer points of information 
per ad than did national magazine adver- 
tising. 

Men’s shirts: Price was given in well over 
three-fourths of the ads. Information on 
color fastness, wearing qualities, ability to 
withstand laundering, thread count, and 
method of dyeing was given infrequently or 
not at all. 

Cosmetics: Illustrations were extensively 
used and increased the information content 
of the advertisements. Price, distinctive fea- 
tures or improvements of the product, loca- 
tion of the manufacturer, and manner of 
obtaining additional information were fre- 
quently given. Infrequently given in maga- 
zine advertisements were net weight or vol- 
ume, ingredients, methods of manufacture, 
and fashion characteristics. 

Advertising during the first 20 months of 
World War II appeared to contain more in- 
formation than did ads during the first World 
War. In the prosperity period, represented 
by the year 1928, some 38.7 per cent of the 
ads inspected contained either eight or nine 
information points each, whereas in the de- 
pression period (June, 1932—May, 1933) 34 
per cent contained either six or seven points 
each. Less color was used in the advertise- 
ments during the depression period. 

“On the whole, the study indicates that 
advertising contains much more information 
than its critics have recognized or have been 
willing to admit.” 


1.5 How Advertisers Are Helping Con- 
sumers in Their Buying. Advertisers 
Have Big Good-Will Opportunity As 


Consumers Mobilize. Harold E. Green, 
Printers’ Ink, February 15 and 22, 
1946. 

In these two articles the author analyzes 
the platform of the rejuvenated consumer 
movement, tells how advertisers can satisfy 
the demands of organized consumer groups, 
and points out the unusual opportunity to 
build good-will for advertising. 


1.6 “Dealers Choice Prime Influence,” Says 
Haire Survey. Advertising Age, April 
8, 1946. 


This is a report of a survey made by Fact 
Finders Associates, Inc., in homes, and in 
department and furniture stores in New 
York, Philadelphia, Boston, Cleveland, De- 
troit, St. Louis, Atlanta, New Orleans, 
Dallas, and Richmond. The general conclu- 
sion is that not brand name but dealer 
recommendation sells home furnishings. De- 
tails of the survey are given in the article. 


1.7 Wholesalers Find Most Stores Want Ad- 
vertised Brands. Advertising Age, 
February 4, 1946. 


A survey made by Dun & Bradstreet for 
the Wholesale Dry Goods Institute indicates 
that almost three-fourths of the retailers sur- 
veyed prefer advertised to non-advertised 
brands. About half of the retailers ‘‘are will- 
ing to accept help and leadership from their 
wholesalers in modernizing their stores and 
in merchandising and promotion.” 

“A fairly large number of manufacturers 
are planning to lean more heavily on the 
wholesaler...than they did before the 
war.” 

The study, ‘undertaken to serve whole- 
salers as a guide in their planning, got its 
facts and opinions from manufacturers, 
wholesalers, and retailers. 


1.8 Super Market Growth Accelerates Need 
for New Packages. Advertising Age, 
April 8, 1946. 

This article points out that two important 
trends were high lighted before the packaging 
conference of the American Management 
Association. These were the growth of super- 
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markets, and the increasing development of 
self-service merchandising, both of which 
have the effect of decidedly emphasizing the 
packaging of commodities. 

Attention was called to the fact that im- 
pulse buying is one of the most important 
characteristics of a large percentage of 
shoppers. One speaker reports the results of 
surveys which indicate that postwar impulse 
purchases are greater than prewar. This is 
particularly significant when viewed in con- 
nection with the trend toward self-service 
and open displays, which have been ex- 
tended to the variety, drug, department and 
miscellaneous stores. The article briefly re- 
ports the results of surveys bearing on these 
points. 


1.9 Films for Schools: Public Relations Tool 
for Industry. Herbert Kerkow, Sales 
Management, March 1, 1946. 


This article will interest teachers who are 
eager to use industrial films. Five points 
which must be considered before placing or 
distributing school films are discussed by the 
author. They are: 1. The advertiser must be 
sincerely interested in contributing to the 
education of his future customers. 2. He must 
consider the broad aspects of his industry’s 
contribution rather than any specific adver- 
tising facts. 3. He must have his film pro- 
ducer study the curricula of the schools and 
relate the film material to that curricula. 4. 
He must have his producer analyze the 
problem from the teacher’s point of view, 
and design the material in the film in such a 
way that the “teaching-dose” not only re- 
lates to the curriculum, but is also not too 
large to be assimilated in one class session. 
5. The advertising in the film should not be 
tricky. Keep it limited. State it accurately. 
Have it easy to identify. 


2. SELLING—PERSONAL 


2.1 What Traits Make A-1 Salesmen? Ed- 
wing G. Flemming and Cecile W. 
Flemming, Sales Management, March 
I, 1946. 


In this article two psychologists examined 
the results of psychological tests made among 


salesmen with the object of spotting the char- 
acteristics which seem to distinguish the best 
men from all others. The findings may be 
useful in both interviewing and appraising 
new applicants. 

A summary of the characteristics of better 
salesmen are: 1. They are dominant. 2. They 
are not impulsive. 3. They are tactful. 4. 
They are able to size up people as they talk 
with them. 5. They are tolerant, and good 
judges of human nature. 6. They have a 
sense of humor. 7. They are accurate in their 
knowledge and in their thinking processes, 
without the slow and meticulously careful 
attention to technical detail more character- 
istic of the precision mechanic or specialist. 
8. They have a superior knowledge of ortho- 
dox selling methods and techniques. 9. They 
have much in common with purchasing 
agents. 10. They have much in common with 
factory production men. 


3. INDUSTRIAL MARKETING 


3-1 The Chemical Process Industry: 1. A 
Statistical Study; 2. A Market Study 
of Materials of Construction; 3. A 
Market Study of Pumps. (New York: 
Reinhold Publishing Corporation, 
1945.) 

The Reinhold Publishing Corporation, 
which publishes Industrial and Engineering 
Chemistry, Chemical and Engineering News, 
and Chemical Engineering Catalogue, presents 
in the first study an excellent statistical sum- 
mary for 144 manufacturing subclassifica- 
tions of the Chemical Process Industry. 

By means of exhaustive tables and care- 
fully drawn charts, the other two studies 
present data which permit those interested 
in selling products of this sort to the Chemi- 
cal Process Industries to obtain qualitative 
and quantitative estimates of market poten- 
tials broken down by industry subclassifica- 
tions. All three studies give every evidence of 


having been prepared with a great deal of 
care. 


4. MARKETING FARM PRODUCTS 


4.1 Research and Educational Programs in 
the Marketing of Milk and Dairy 
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Products. Alan MacLeod. Research 
and Educational Programs in the Mar- 
keting of Livestock. C. C. Phillips. 
Some Considerations of Research in 
Marketing Horticultural Products. 
G. L. Mehren and H. R. Wellman. 
Journal of Farm Economics, February, 
1946. 

These three papers are reviewed by G. N. 
Hedlund. He points out that |they all omit 
a discussion of educational programs and 
discuss the subject of research in their re- 
spective fields from somewhat different 
angles. In general, Dr. MacLeod outlines 
what he considers a good research program 
should be; Dr. Phillips stresses the need for 
much more research in practically all phases 
of livestock marketing, calling attention to 
the need for much more cooperation among 
research agencies, and Drs. Wellman and 
Mehren present two tests for evaluating re- 
search, and two sets of problems that require 
more study. 


4.2 Department of Agriculture: Production 
and Marketing Administration 


4.2.1 Preliminary results of studies of me- 
chanical harvesting of cotton and of the con- 
ditioning, cleaning, and ginning of such 
cotton (conducted in cooperation with the 
Mississippi Agricultural Experiment Station 
and the Bureau of Plant Industry, Soils, and 
Agricultural Engineering) indicate a decided 
improvement in the quality of mechanically 
harvested cotton during the 1945-46 season 
as compared with the results obtain during 
previous seasons. During the present season, 
mechanically picked lots have averaged 
about 1} grades below hand-picked lots as 
compared with differences of 2 to 3 grades 
during previous seasons. 


4.2.2 A recent analysis of ginning operations, 
based on Bureau of Census records, shows a 
significant reduction in the number of gin 
establishments operating with very low vol- 
ume. During the season 1940-41, a total of 
4,491 gins operated with a volume of less 
than 500 bales per season. For the season 
1944-45, the number of gins in this volume 


group had declined to 2,301. The total num- 
ber of active gins declined from 11,148 to 
9,470 during this 4-year period. 

This indicates that the trend toward larger 
volume and better equipped gins, which has 
been under way for several years, continued 
at an accelerated rate even during the war 
years when transportation of seed cotton by 
motor vehicle to the larger and better 
equipped gins was difficult because of war- 
time restrictions. 


6. MARKETING SERVICES 
6.1 University of Washington 


The Bureau of Business Research is cur- 
rently engaged in making a comprehensive 
survey of all phases of the Washington State 
tourist industry, including a brief historical 
background, inventory of attractions, ap- 
praisal of existing and needed transportation 
facilities and accommodations for tourists, 
estimates of the future volume of the indus- 
try, and a recommended program for pro- 
moting and developing the tourist industry 
in the state. 


A final report is planned for late summer 
or early fall. The project is under the general 
supervision of N. H. Engle, Director of the 
Bureau. 


8. PRODUCT ANALYSIS 
8.1 How the War Affected Civilian Textiles. 


Bess V. Morrison and collaborators. 
Journal of Home Economics, January, 
1946. 

A cooperative project of the Bureau of 
Human Nutrition and Home Economics, 
which had as its object the determination of 
the quality of fabrics (wartime replacements) 
that consumers found on the retail markets. 
In the fall of 1944, the Bureau initiated this 
study in five sections of the country: Penn- 
sylvania; Washington; Washington, D. C.; 
Minnesota; Richmond, Virginia; and Fred- 
erick, Maryland. 

In general, five types of staple cotton ma- 
terials, five types of commonly used rayon 
fabrics, and four types of wool and part- 
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wool materials were used. An attempt was 
made to determine what materials were being 
sold, what information concerning the ma- 
terials was given by salespeople, and how the 
materials stood up under laboratory tests. 


8.2 Department of Agriculture: Production 
and Marketing Administration 


Yarn Quality as Affected by Rate of Carding 
American and Egyptian Long Staple Cottons 
is the title of a processed publication re- 
leased recently. This report (based on studies 
conducted at the spinning laboratory at 
Clemson, South Carolina) indicates that al- 
though domestic growths of lang staple cot- 
ton will produce yarns superior in strength 
to those made from Egyptian cottons, it is 
necessary to card the domestic cottons at a 
much slower rate than is required for 
Egyptian cotton, to make yarns of satisfac- 
tory appearance. This tends to increase costs 
of manufacturing. 


9. CONSUMER STUDIES 


9.1 Pantry Poll: A Continuing Consumer 
Panel Survey of Grocery Brands. 
(Chicago: Chicago Times, 1945, pp. 
31.) 

This, the second study of the Chicago 
Times—Northwestern University Consumer 
Panel Survey (the first study was reported 
in the yourNAL, April, 1946, No. 1.2) has 
added 15 new classifications to its coverage 
making 91 product classifications in all. 

_ Acareful, detailed description of the com- 

position of the panel is given in the study. 

The methodology that was employed is the 

same as that for the first study. The various 

brands in the pantries of Chicago families are 
broken down percentagewise for all families, 

for A and B income families, and for C and D 

income families. 

The study also indicates all places where 
groceries were purchased, places where most 
groceries were purchased, places where fresh 
milk was purchased, and places where most 
fresh fruits and vegetables, fresh meat, and 
bulk cheese were purchased. 


9.2 Survey Finds Vets Stick to Prewar Drug 
Preferences. Advertising Age, April 1, 
1946. 

This is a report of a survey of the drug 
preferences of World War II veterans, con- 
ducted by the American Legion Magazine. 
It was found that g1 per cent of the veterans 
surveyed were buying the same drug prod- 
ucts on the whole as they were when they 
entered the service. 

The survey covered brand preferences and 
product use of vitamins, soap, shaving 
creams, razor blades, electric razors, after- 
shave lotions, deodorants, shampoos and 
hair preparations, mouth washes, denti- 
frices, and fountain pens. 

Among interesting results were the follow- 
ing: 

Vitamins were used by 27 per cent of the 
veterans, with brand preferences spread over 
more than 23 products. Miles Laboratories’ 
One-a-day was used by 11 per cent, Up- 
John’s Unicaps by 10 per cent, Lever 
Brothers’ Vimms by 7 per cent, and Squibb 
by 6 per cent. There was widespread switch- 
ing of brands with 32.63 per cent saying that 
they had switched because they were con- 
vinced by advertising and 67.37 per cent 
saying that they did not select their present 
brand of vitamins because of the ads. 

Those who use any brand of soap they 
happened to have in the house were 45 per 
cent of the respondents, while 68 per cent 
preferred “‘a man’s type soap.” Lifebuoy 
lead the brand preferences by 30 per cent, 
followed by Palmolive, 17 per cent, Lux, 13 
per cent, and Ivory, Io per cent. 

Seventy-two per cent of the veterans re- 
plying used regular shaving creams and 25 
per cent used brushless. Of those who had 
changed types while in the service, 61 per 
cent had switched to brushless. Palmolive, 
Colgate, and Williams were used by 18, 17. 
and 16 per cent, respectively, of the re- 
spondents. Gillette led the brand preferences 
for razor blades with 44 per cent, while Gem 
had 14, Shick Injector, 8 and Marlin, 7 per 
cent. Only 5.72 per cent always used an 
electric razor, while 11 per cent “‘sometimes”’ 
used one. Almost 69 per cent used an after- 
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shave lotion. Ten per cent used Mennen, 9 
per cent, Aqua Velva and Williams, and 8 
per cent, Old Spice. 

Half the veterans used a mouth wash, with 
Listerine a favorite of almost $9 per cent. 
Lavoris and Pepsodent were second and 
third with 11 and Io per cent, respectively. 


9.3 What... Where... Why... Do Peo- 
ple Read? (Denver: National Opinion 
Research Center, Report No. 28, 
1946, pp. 32. $0.50.) 

This study was made for the American 
Library Association and covered 17 of the 
larger cities scattered throughout the United 
States. A careful cross-section of 2,114 per- 
sons were interviewed, the sample being sta- 
tistically reliable within 3.5 per cent—in 997 
out of 1,000 cases. 

“Reading is a favorite diversion for two 
out of every five adults in the 17 cities in- 
cluded in the survey, NORC found. Most 
people spend more time reading newspapers 
and magazines than reading books. When 
popular reading interests and preferences are 
studied more closely, it is found that adults 
say they prefer non-fiction to fiction (though 
adults who get most of their reading matter 
from public libraries prefer fiction) and are 
more interested in subjects such as human 
behavior and interesting personalities than 
in more specialized areas like politics or 
poetry. 

“A third of the public—the largest single 
group—say they buy most of the books they 
read, while about a fourth get most of their 
books from libraries.. Branch libraries are 
somewhat more popular than main libraries. 
... The major reasons why people do not 
use public libraries more, the survey shows, 
are lack of time, lack of interest, inconveni- 
ent library location, or because they secure 
reading material elsewhere.” 

The profuse reproduction of statements of 
the respondents makes the study especially 
valuable. 


9.4 The Influence of the Negro on our Na- 
tional Economy. Edgar A. Steele. 
(New York: Research Company of 
America, 1946, pp. 18. Mimeo.) 


The tables in the study present brand 
preferences for a number of important prod- 
ucts as shown in the Milwaukee and Omaha 
Consumer Surveys. Alongside of these are 
given brand preferences for the same prod- 
ucts as found by a survey of 1,000 typical 
Negro homes, in each of the following cities: 
Washington, Baltimore, and Philadelphia. 
The same data are given for the place where 
consumers buy most of their groceries. The 
information affords some interesting con- 
trasts between two cities which are pre- 
dominantly white and three important Negro 
markets. 

In addition, the study presents percentage 
figures representing various other attributes 
of the Negro families that were interviewed, 
such as educational attainment of husbands 
and wives, magazines purchased regularly, 
readership of the Afro-American Magazine, 
members of the family that are employed, 
and weekly earnings. 


9-6 Socio-Economic Characteristics of New 
Jersey’s Civilian Labor Force—Es- 
timates Based on Postwar Planning 
Survey Tabulations. (Trenton: Bureau 
of Research and Statistics, Depart- 
ment of Economic Development, State 
of New Jersey, 1945, pp. 13). 


Besides showing the important character- 
istics of the civilian labor force, such as 1944 
earnings, increased skills during the past 5 
years, savings, war bond purchases, housing 
characteristics, monthly rental, etc., the 
study gives the number and percentage of 
the civilian labor force who expect to build 
or buy homes, purchase various types of 
household appliances, buy certain types of 
expensive personal items, and purchase an 
automobile. How they expect to finance the 
acquirement of the more expensive items is 
also shown. 


10. COST OF MARKETING 


10.1 Bureau of Foreign and Domestic Com- 
merce 


A statistical study of the factors associated 
with changes in retail operating expenses has 
been initiated. The techniques of multiple 
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and partial correlation analysis are used to 
isolate the relationships between expenses 
and such factors as consumers’ disposable 
income, sales volume, sales per square foot 
of floor space and per employee. 

The study will include analyses of ex- 
penses of department stores, variety stores, 
and specialty stores. In most instances, the 
data cover the period from 1930 through 
1944. 


12. CO-OPERATIVE MARKETING 


12.1 Research Developments in Coopera- 
tive Marketing. Harold Hedges, 
Fournal of Farm Economics, Feb- 
ruary, 1946. 


The author reports and discusses the re- 
search carried on during the war, as well as 
that now in progress, in the fields of coopera- 
tive marketing and purchasing. As he points 
out, it is difficult to treat cooperative market- 
ing separate from cooperative purchasing be- 
cause about half of the farmer cooperatives 
which engage in marketing or purchasing are 
operating in both fields of activity. 

A large part of his material was provided 
by a survey conducted by a Committee on 
Research set up in 1945 by the American 
Institute of Cooperation. Two question- 
naires were circulated—one to public agen- 
cies (mainly state agricultural colleges) and 
another to those larger cooperatives which 
might engage in research activities. 

It was found that a substantial number of 
specific cooperative studies had been made 
and were in process. Attention is called to the 
considerable research done by the Coopera- 
tive Research and Service Division of the 
Farm Credit Administration which received 
specific authority for its activities with the 
passage of the Cooperative Marketing Act 
of 1926. 

Some discussion is also given to the re- 
search done by the cooperatives themselves. 
As they gained in business volume and finan- 
cial strength, they have expanded their ac- 
tivities in this direction. It is pointed out 
that much of this research is concerned with 


the technological aspects of marketing their 
Products. 


In conclusion, the author reports on the 
answers to a question included in the survey 
made by the American Institute of Coopera- 
tion designed to obtain the views of research 
workers as to the direction future research 
should take. The major gaps in information 
on the principles, practices and economic role 
of agricultural cooperation which future re- 
search might fill were noted, with surprising 
emphasis on “the economic role of coopera- 
tion in our modern society.” 


12.2 Research Practices and Problems of 
Farmers’ Regional Associations. 
Martin A. Abrahamsen. (Washing- 
ton, D.C.: Farm Credit Administra- 
tion, 1946, pp. 73.) 

An exhaustive study of the research agen- 
cies available to farmers regional associa~ 
tions, the industrial research activities of 
such associations, and their business research 
activities. It also examines the following 
questions: whether the research function 
should be centralized or decentralized, what 
the responsibilities of the research manager 
should be, how research plans should be 
initiated, the possibilities of cooperative re- 
search, the place of pure research in the 
program, and the application of research 
techniques to the educational program. 


13. CREDIT—MERCANTILE AND RE- 
TAIL 


13.1 12,000 Banks Plan Consumer Credit 
Sales Financing. Advertising Age, 
March 11, 1946. 


This is a statement of the results of a re- 
cently completed American Bankers Associa- 
tion survey of 15,000 banks throughout the 
country. 

The results, when compared with the ABA 
study in 1944, show that banks are becoming 
increasingly active in consumer credit opera- 
tions. About 8,000 banks will finance time 
sales of goods and equipment, some directly 
and some through dealers, while 9,400 will 
finance automobile purchases either directly 
or through dealers. Personal loans will be 
made by 10,500 banks, FHA loans by 5,100 
and home modernization loans by 7,900, 
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13.2 Effective Procedures in Inventory Fi- 
nancing. (New York: Lawrence 


Warehouse Company, 1945, pp. 25.) 


While this instructive monograph has been 
published primarily for use by the loan of- 
ficers of banks, it is also of some interest to 
marketing men, more particularly its discus- 
sion of the determination of the amount to 
lend on commodity inventories and the pro- 
cedures for checking price fluctuation of the 
stored products. 


14. RETAILING 


14.1 How Chains are Selecting Locations. 
Lucius Flint, Chain Store Age, 
March, 1946. 


A report of a survey of one hundred chains 
in all fields. The highlights are: (1) Oppor- 
tunities should be combined with long range 
planning to capitalize on both present and 
future selling possibilities. (2) Intimate 
knowledge of the particular community in 
which the store is to be located is essential. 
(3) While traffic counts are usually valuable, 
they are not infallible. Although analysis of 
traffic figures is essential, some companies 
believe that it should be substantiated by 
other background data on population, bank 
clearings, etc. (4) In large cities adequate 
parking space is becoming indispensable and 
plays an important part in locating a store. 
(5) A good location is different for different 
types of business. (6) In many lines of busi- 
ness, operators now feel that corner locations 
are not worth the premium rents. (7) Loca- 
tions must be selected with due consideration 
of the definite trend toward decentralization. 
(8) Major chains in basic lines are doing a 
great deal of pioneering in relatively un- 
settled areas on the theory that a combina- 
tion of facility and convenience is inevitably 
a strong business builder. (9) Frequently, 
facility is more important than location it- 
self. Some chains believe that where it is 
necessary to choose between inadequate 
space in a 100 per cent location and adequate 
space in (say) an 80 per cent location, the 
latter is the better choice. (10) Expediency 


should be the main factor in deciding 
whether to buy or lease a given location. 

The author presents five steps as being 
necessary prior to the selection of a location. 
The five steps are: Gather general back- 
ground on the community; check the extent 
of existent competition in your line; decide 
whether your investment will be well placed 
here; determine whether location or facility 
will be the most important; and make a 
check of the sources of buying power you 
wish to cultivate. 

A good portion of the article is devoted to 
the factors which should be considered when 
comparing the values of comparable loca- 
tions. The author presents and briefly dis- 
cusses ten such factors. 

The article concludes with a fairly detailed 
description of the types of locations which 
appear to be best for different fields. Grocery: 
Outlying locations. Drugs: Both downtown 
and outlying locations. Variety: National 
chains are still seeking 100 per cent locations 
in downtown areas. Cigar: Neighborhood 
locations. Restaurants: Near office buildings 
and theaters. Some neighborhood locations 
are chosen. Shoes: Traffic is essential but not 
necessarily downtown traffic. Department 
Stores: There is a definite trend toward de- 
centralization. Specialty Chains: In many 
lines these chains are following the outlying 
department store developments. Mail-Order 
House Stores: Space for super stores and 
ample parking is the main requirement. 
Candy: Traffic is essential. Downtown loca- 
tions are generally preferred. Auto Supplies: 
The trend is toward semi-neighborhood dis- 
tricts with fixed trade areas. Jewelry: Down- 
town locations are still preferred by most 
companies. Hardware: Neighborhood loca- 
tions are being preferred. 

The results published in this article agree 
with a survey of about 50 eastern and mid- 
western chains made by the Bureau of For- 
eign and Domestic Commerce in 1944, the 
results of which will be in printed form within 
a month or so. 


14.2 How Dealers React When Promised 
Brand Merchandise is not Forth- 
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coming. Raymond H. _ Ganly, 
Printers’ Ink, February 22, 1946. 


This is a report of a sample study con- 
ducted in Lancaster, Pennsylvania, in the 
field of radio-appliances. The over-all result 
of the survey is that despite the peacetime 
product shortages, the radio-appliance 
dealers are not dropping standard lines. 


14.3 Survey Shows 77 Per Cent of Women 
Buy in Single Store. Advertising 
Age, February 4, 1946. 


A study made by Home Makers Guild of 
America for Owens-Illinois Glass Company, 
Toledo, found out that 77 per cent of women 
interviewed purchased the bulk of their food 
requirements in one store and slightly fa- 
vored the supermarket over the neighbor- 
hood grocery for groceries, staples and 
canned goods. Moreover, 75 per cent of these 
women indicated that they preferred self- 
service stores. 


14.4 Bureau of Foreign and Domestic Com- 
merce 


14.4.1 Now available at Department of 
Commerce field offices and from the Super- 
intendent of Documents are a number of 
recently completed manuals on how to estab- 
lish and operate various kinds of retail and 
service businesses. 

The lines for which manuals are available 
are: grocery stores, service stations, metal 
working shops, sawmills, retail bakeries, 
beauty shops, painting and decorating con- 
tracting business, real estate and insurance 
brokerage business, and shoe repair shops. 


14.4.2 Pamphlets have been prepared on 
hardware stores, men’s clothing stores, sporting 
goods stores, and women’s apparel stores. 
These are designed to furnish guidance to 
persons considering entering these busi- 
nesses, and are available on request. 

A bibliography on the mail order business 
has also been completed recently. 


14.4.3 Nearing completion is a manual on 
Merchandise Display in Department and Spe- 


cialty Stores. Emphasis is upon the tech- 
niques developed during the war to permit 
the customer to proceed farther in the selec- 
tion of merchandise without the help of 
salespeople, or even to complete the transac- 
tion without contacting salespeople. 

Although the complete “self-service” op- 
eration appears to have limited possibilities 
in the department and specialty store fields, 
it is indicated that customer satisfaction can 
be increased and selling costs reduced 
through open display, the use of specialized 
fixtures appropriate to the merchandise, 
classification of merchandise by size and 
other features of primary interest to con- 
sumers, and better signing. 

The manual will include a large number of 
photographs showing effective displays of 
different types of merchandise. 


14.5 Modell Launches “Guinea Pig” Store 
to Aid Veterans. Advertising Age, 
March 25, 1946. 


The Modell Veterans Training Center on 
Broadway and Chambers Street in New 
York City has been designed to give veterans 
retail sales training in the field of surplus 
war goods. A description of this training 
center and its objectives is given in the arti- 
cle. 


14.6 University of Minnesota 


The Integration of Manufacturing and 
Chain-Store Distribution With Special Refer- 
ence to Food Products is a doctoral disserta- 
tion by Harold E. Hardy that will be com- 
pleted by June of this year. 


15. TRANSPORTATION 


15.1 Importance of Traffic Control in Busi- 
ness Management. E. G. Plowman. 
(New York: United States Steel Cor- 
poration, 1946.) 


Mr. Plowman, Vice-President in Charge of 
Traffic, United States Steel Corporation of 
Delaware, makes some points in this address 
before the Junior Traffic Club of Chicago 


that are of interest to marketing men, more 
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particularly the following statement: “Part 
of every executive’s task is to understand his 
competition. The traffic manager is able, if 
he is alert and watchful, to acquire by lawful 
and legitimate means much information 
about competitors’ policies and plans. He re- 
ceives copies of rate requests. He attends 
public hearings on rate subjects. He watches 
traffic flow. He participates in rate cases be- 
fore regulatory bodies. All these contacts 
give him knowledge of competitor ambitions 
and policies. He can and should cooperate 
by making sych information available to his 
fellow executives within his own company.” 

Of the important unsettled railroad traffic 
problems, Mr. Plowman stresses the follow- 
ing: (1) the unwisdom of again raising rates 
by means of the percentage system; (2) 
class rates vs. commodity rates, the latter 
being more desirable because of the greater 
flexibility; (3) whether carrier loading rules 
should require packaging and loading stand- 
ards high enough to prevent any possible 
damage; (4) practical possibilities of pal- 
letizing unit loads; (5) clarification of plant 
switching practices; (6) proper description of 
materials, both inbound and outbound, for 
transportation purposes; and (7) improve- 
ment of traffic department procedures for 
pre-audit of transportation costs. 


18. FEDERAL, STATE, LOCAL REGULA- 
TION 


18.1 Price Regulation in the Paper Indus- 
try. J. A. Guthrie, Quarterly Fournal 
of Economics, February, 1946. 


A 24-page article that reviews the various 
efforts at price regulation in the paper indus- 
try during the past thirty years, examines the 
possible causes and apparent effects, and 
raises certain questions of public policy. 

Because of the characteristics of the indus- 
try, namely, (1) heavy investment in equip- 
ment and slow investment turnover, (2) 
large actual or potential excess capacity, (3) 
inelastic demand for the product, (4) in some 
branches of the industry little differentiation 
of the product, the effects of price competi- 
tion have been unusually severe. Thus it is 


not surprising that the price policy followed 
in the industry has frequently been directed 
towards curbing or reducing price competi- 
tion. 

The specific attempts to regulate price are 
discussed for the periods from World War I 
to the N.R.A., during N.R.A., after N.R.A., 
and during World War II. It is pointed out 
that price competition in the paper industry 
has gone through several phases of intensity 
during the past thirty years. In general it 
can be said that, apart from World War II 
price controls, effective restraint of price 
competition has not existed for any length 
of time in any branch of the paper industry. 

The issues of public policy are raised by 
the author in the interests of sound conser- 
vation. He suggests first, that wasteful ex- 
ploitation of timber resources could be pre- 
vented through effective regulation and con- 
trol of cutting operations. Second, it might 
be possible to allow subsidies to timber op- 
erators in return for voluntary compliance 
with approved practices designed to foster 
conservation. A third possibility, he suggests, 
would be to encourage conservation prac- 
tices by providing some shelter from the un- 
desirable effects of price competition, such as 
provision for open-price filing. 


18.2 Peacetime Food Policy. The Economist, 
January 12, 1946. 


A critical analysis of the decision to con- 
tinue the Ministry of Food in Great Britain. 
Among other things, the question as to what 
are the major functions which the Ministry 
of Food would perform when there is no 
physical shortage of food is discussed. 

If the job of the Ministry would be to con- 
tinue the formidable apparatus of control 
which was built up in wartime over produc- 
tion, processing, distribution and consump- 
tion of food, then, the article maintains, the 
Ministry of Food should not be continued. 
“Most of the food trades are delicate organ- 
isms, depending as they do on matters of 
public taste and dealing with commodities 
many of which are highly perishable. Less 
than most trades can they tolerate an ap- 
paratus of legal controls, imposed from 
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without by a bureaucratic organization, 
wielding legal power without commercial 
responsibility.” 

The article goes on to point out that the 
Ministry would do more than control the ac- 
tivities of others. In the past it actually inter- 
vened as a trader in its own right. “The 
Ministry has been the greatest food whole- 
saler in history.” Thus, the real question 
which has been raised by the decision to con- 
tinue the Ministry is whether this trading on 
a gigantic scale is also to be continued which, 
of course, raises the largest issues of public 
policy. The advantages and disadvantages of 
state trading are presented and analyzed. 


21. PRICES AND PRICE POLICIES 


21.1 Shall We Display and Advertise Price? 
Public Says ‘‘Yes!” Sales Manage- 
ment, February 15, 1946. 


This article presents direct comparisons of 
a survey made in 1946 with one made by 
Sales Management in 1941. The findings in 
this field study are based on interviews with 
637 subjects, 223 men and 414 women. In- 
terviews were conducted in stores and on the 
street in shopping districts. Eleven specific 
questions were asked, and lengthier discus- 
sions were held with some of the subjects, in 
which an attempt was made to dig deeply 
into shopping experiences of the buyers. The 
eleven questions asked were: 

1. When consulting advertising or ob- 
serving display merchandise, what impresses 
you more—odd prices or even prices? In 
1941, nearly half the responses expressed 
preference for odd as opposed to even prices, 
and this preference still has a powerful hold 
on the public but more so among women 
than among men. 

2. Which do you prefer—store window 
displays that show price tags for each item 
or store window displays where no prices are 
shown? Windows which showed the price of 
goods displayed were of more interest than 
those which carry no prices. 

3. Does the combination of the article and 
the price tag ever cause you to make un- 
planned purchases? In 1941, about one in 


two made impulse purchases when attractive 
wares were presented, whereas in 1946, one 
in three made such purchases. 

4. Which do you prefer—counter and dis- 
play case merchandise that shows price 
tags or counter and display merchandise that 
does not show prices? More than three- 
fourths of the respondents prefer to see price 
tags displayed in cases or on counters. 
There was a very slight change between the 
findings on these two questions for the two 
years. 

sa. When you see an unpriced article in 
a show window which interests you, do you 
go inside and ask the price? Just about one- 
half of the interviewees said they seldom will 
bother to go inside if the price is not shown. 

sb. When you see an unpriced article on a 
shelf or in a display case, do you ask the 
price? Forty-two per cent seldom, or never, 
bother to inquire about the price of such 
merchandise. 

6. On such occasions where you have 
asked the prices of displayed merchandise, 
have you found the article to be—higher 
priced than you expected, lower priced than 
you expected, or about what you estimated 
the cost to be? There was a considerable 
change between reactions in 1941 and 1946 
on this point. A much smaller percentage of 
the interviewees indicated that they found 
the articles to be priced as estimated. This 
change, of course, is easily understandable 
in the light of the quality and commodity 
conditions during the war. 

7. Do you ever refrain from asking prices 
of display merchandise because you feel the 
price might be more than you want to pay? 
An interesting psychological change has 
taken place in the last five years. With more 
money in their budgets, people are not nearly 
so fearful of asking about a price lest they 
feel it will turn out to be more than what 
they want to pay. In 1941, 36.8 per cent re- 
frained frequently from asking a price for 
this reason, whereas the percentage has now 
dropped to I9. 

8. Do you prefer to have prices shown in 
advertisements you read in newspapers, 
magazines, and billboards? There was not 
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much change exhibited in this connection— 
gO per cent in 1941 preferred prices to be 
shown and 87 per cent in 1946. 

9. Do you prefer to have prices stated in 
advertising you hear on the radio? Appar- 
ently recognizing the different conditions 
covering radio advertising, only half the 
number interviewed asked for prices via 
radio commercials. This percentage dropped 
from 64.5 in 1941 to 48 in 1946. 

10. Has the fact that prices have not been 
shown or stated in such advertising caused 
you to eliminate from possible purchase con- 
sideration the merchandise advertised? In 
1941, about seven out of ten said yes, 
whereas in 1946, it is about a fifty-fifty divi- 
sion. 

11. In such cases (asked of those who 
answered “‘yes’” to question 10) have you 
ever discovered later that you would have 
purchased the article had you known the 
price at the time you read or heard the ad- 
vertisement. Six out of ten said “‘yes.” 

The author concludes his article by saying, 
“Because of the very direct and substantial 
bearing which pricing practices exert on po- 
tential customers, manufacturers in the mass 
market have a special interest in seeing that 
retailers handling their products appreciate 
the importance of this phase of retail mer- 
chandising policy.” 


21.2 A Price Policy For Agriculture, Consis- 
tent with Economic Progress, that will 
Promote Adequate and More Stable 
Income From Farming. Adlowe L. 
Larson. (Reprinted from Yournal of 
Farm Economics, November, 1945.) 


This paper proposes a “norm-price’’ plan 
for farm products, that can be stored beyond 
one crop season and are not exported in sig- 
nificant amounts, to take the place of the 
parity price plan. 

First, the average price received by the 
farmer for the product in the previous season 
would be determined. Then the change in 
total supplies available at the beginning of 
the prior season and of the coming season 
would be estimated. The coefficient of elas- 
ticity of demand for the product would be 
determined. The norm-price would be ar- 


rived at by modifying the average price re- 
ceived by a price differential based on supply 
and elasticity factors according to the follow- 


ing formula: np=ap+ (2X), where np 


=norm price, ap =average price for preced- 
ing year, s=percentage change in total sup- 
plies, e=coefficient of demand elasticity. 
“Approximations based on unit elasticity 
would probably be satisfactory temporarily 
at least for products for which adequate de- 
mand curves were not available.” 

It might be found desirable to modify the 
formula by giving some weight to acreage 
changes. The consequent alterations for the 
formula are shown in the article. 

It is argued by the author that “prices are 
the means of directing the use of resources. 
If prices are permitted to adjust to market 
conditions the best use of resources will be 
approached. The plan suggested permits 
prices to adjust to the market situation as 
the norm-price is based on the preceding 
average price of the marketing season cor- 
rected by supply and demand elasticity 
factors.” 


21.3 Parity Prices. O. C. Stine. Basic Weak- 
nesses of the Parity Price Formula 
For a Period of Extensive Adjust- 
ments. Journal of Farm Economics, 
February, 1946. 


The two articles supplement each other. 
The first one discusses the general problem 
of achieving equality of purchasing power for 
agriculture under changing conditions by 
means of parity price measures. In the second 
one, both the general weaknesses of the 
parity price measure as well as those weak- 
nesses which relate only to crop production 
and utilization are indicated and illustrated. 


22. GENERAL MARKET STATISTICS 
22.1 Macfadden Publications, Inc. 


A study of family income distribution, as of 
January 1, 1946, shows some movement 
downward into lower income groups, reflect- 
ing the effects of temporary dislocations and 
the return of large numbers of veterans. 
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Family units earning over $5,000 are esti- 
mated at 8.9 per cent of the total families, 
those earning between $3,000 and $5,000 at 
17.7 per cent, those earning between $2,000 
and $3,000 at 30.7 per cent, those earning 
between $1,000 and $2,000 at 28.7 per cent, 
and those under $1,000 at 14 per cent. 

The Macfadden index of “Discretionary 
Spending Power,” measuring the money 
available for spending or saving after the 
basic costs of living have been met, shows 
that wage earner families in 1945 were in 
about the same position as in 1942; the 1945 
index was about two and a half times higher 
than the 1939 figures. 


22.2 Bureau of Labor Statistics 


The Bureau has prepared estimates of 
construction employment and expenditures to 
be expected on different types of construc- 
tion in 1946 and 1947. These estimates take 
account of the President’s emergency hous- 
ing program, which anticipates construction 
of 1,200,000 dwellings in 1946 and 1,500,000 
more in 1947. Also available is an estimate of 
the value of materials to be required for new 
construction in 1946-47, by 15 specified ma- 
terials, representing iron and steel products; 
stone, ‘clay and glass products; forest prod- 
ucts; and other selected materials. 


23. MARKET AREA STUDIES 
23.1 University of Illinois 


Retail Trade Areas in Illinois, by P. D. 
Converse, will be published soon by the 
Bureau of Economic and Business Research. 


A map of the trade areas will be included in 
the report. 


23.2 The Newark Market. (Newark: The 
Newark Committee for Economic 
Development, 1945, pp. 73-) 

The survey is broken down into short 
range and long range job potentials of 
Newark. 

While the study finds that at least 50,000 
job changes are involved in the reconversion 
effort, nevertheless, this conversion means 
relatively little necessary unemployment. 


In the long range analysis, an estimate of 
population growth in Newark to 1970 is pre- 
sented, as well as some interesting statistics 
on recent trends in retail and wholesale 
trades. 


24. RESEARCH TECHNIQUE 


24.1 Organization for Market Research: 
Part One. (New York: National In- 
dustrial Conference Board, Inc., 
Studies in Business Policy, No. 12, 
1945, Pp. 24.) 


Based on a mail survey of 154 corporations 
the study is designed to find out the position 
of the market research department in the 
company’s structure, its form of organiza- 
tion, who determines its budget, the propor- 
tion of its time that is devoted to assisting 
the other departments of the business, the 
types of work undertaken and their relative 
importance, and the origins of the subjects 
studied. 

Taking the sample as a whole, the market- 
ing research department reports to the presi- 
dent, executive vice-president or general 
manager in 39 per cent of the companies, to 
the sales executive, in 31 per cent, and to 
other executives, in 30 per cent. In almost 
half of the companies a separate centralized 
department handles market research. The 
department’s budget was determined by the 
sales executive, a top executive, or the direc- 
tor of market research in one-third, one- 
fourth, and one-fourth of the cases, respec- 
tively. Nearly three-fourths of the time of 
the marketing research department goes to- 
ward assisting the sales department. The 
studies undertaken had their principal origin 
in the research department itself in 42 per 
cent of the cases, in the sales department, in 
46 per cent, and elsewhere, 12 per cent. 

The most important functions of the de- 
partment, in order of importance, were: new 
product development (non-engineering), 
analysis of consumer market (including in- 
dustrial), estimating potential sales (gen- 
eral), competitive position of company’s 
products, sales methods and distribution 
policy, customer preferences, market analy- 
sis by areas, competitive conditions in mar- 
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kets, improvément of present products, new 
uses for old products, relative profitableness 
of markets, estimating demand for new prod- 
ucts, market analysis by customers, dis- 
tribution costs, and sales methods or devices. 

The results are also broken down for four 
classifications of industry: manufacturing or 
extracting raw materials, manufacturing 
commercial or industrial parts and equip- 
ment, manufacturing consumer products for 
sale through distributors, and companies en- 
gaged in retail trade. Nine organization 
charts of actual market research departments 
are given in this part of the report. The 
companies in the retail classification are 
mostly regional and national chains. Says 
the report, “The scarcity of organized mar- 
ket research in the field of department store 
retailing was noticeable in the course of this 
study. This was in contrast to the rather 
broad acceptance of market research in the 
field of chain retailing.” 

How the 154 companies in the sample were 
selected is not stated, but, even so, the results 
are of interest as examples of how some con- 
cerns are handling their market research 


work. A copy of the questionnaire is ap- 
pended. 

Part Two will be devoted largely to case 
studies, with emphasis upon the evaluation 
of practices. 


24.2 Modern Market Research Procedures. 
(New York: American Management 
Association, Market Series No. 63, 
1946, pp. 55.) 

This pamphlet contains four articles re- 
lated to market research. Mr. Richard D. 
Crisp, of S. C. Johnson and Son, Inc., gives 
some excellent suggestions on how to organ- 
ize for marketing research. His discussion is 
largely based upon his own experiences at 
S. C. Johnson and Son. What he has to say 
about determining the control unit, con- 
structing a market index, and using the 
major market approach is of a special inter- 
est to market research men. 

The second article, ““An Approach to Sales 
Forecasting Under Present Conditions,”’ is 
written by Serge P. Morosoff. The author de- 
scribes the method of employing and devel- 


oping the marketing indexing used at Pacific 
Mills. He warns us that the market research 
director and top management must first 
agree upon the expected economic business 
pattern before the sales forecasting tools can 
be used. 

In the third article J. T. Miller discusses 
the problem of “Evaluating the Company’s 
Customer and Prospect List.” The fourth 
article is a brief statement by Philip M. 
Hauser of the Bureau of Census of the ways 
in which business can use census data. 


24.3 Five Features Helped This Mail Ques- 
tionnaire Pull from 60 to 70 Per 
Cent. Ray Robinson, Printers’ Ink, 
February 22, 1946. 


The author, as director of research for the 
Crowell-Collier Publishing Company, de- 
scribes a method used by him which resulted 
in a 60 to 70 per cent response to a mail ques- 
tionnaire. 

The plan involves the following five fea- 
tures: (1) Questionnaire goes out on the 
magazine letterhead. (2) A carefully pre- 
pared and tested letter accompanies it. (3) 
A shiny 25¢ piece is enclosed in a glossine 
envelope. (4) Questionnaire must satisfy the 
requisites of a good questionnaire. (5) A 
follow-up postcard is sent five or six days 
later. 


24.4 Six Case Histories of Market Research. 
Thomas E. Maytham, Printers’ Ink, 
March 29, 1946. 


In this article the author describes how 
tough distribution problems were solved by 
means of consumer research. 


25. MARKETS—SPECIFIC PRODUCTS 


25.1 Quick Frozen Foods Survey. Quick 
Frozen Foods and the Locker Plant, 
November and December, 1945, and 
January, 1946. 


Quick Frozen Foods is conducting a series 
of surveys in the large cities throughout the 
country to obtain direct information from 
groceries, delicatessens, and combination 
stores respecting important aspects of the 
quick frozen food market. 
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Some of the questions asked are: What is 
the attitude of consumers toward frozen 
foods? What are your best selling items? 
What type and size of package is preferable? 
Will you carry frozen meats and poultry 
when available? Do you desire to rent or 
buy any new freezing equipment? 

The results of the dealer interviews made 
in New York City, Seattle, and Chicago 
appear in the issues cited above. 

In addition, the January, 1946 issue shows 
the results of a consumer survey in New 
York City which asked the consumers how 
many frozen foods they bought, whether 
they buy them regularly, whether they pre- 
fer self-service, whether they were interested 
in cooked frozen foods, whether the apart- 
ment house dwellers were willing to pay 
$2.00 a month rent for quick frozen lockers, 
and so on. 


25.2 Frozen Foods: Today and Tomorrow. 
Super Market Merchandising, March, 

1946. 
Super Market Merchandising is presenting 
in this and subsequent issues a series of ar- 


ticles on frozen foods, the data for which are 
being gotten largely by direct contacts with 
all elements connected with the trade. “The 
most difficult task has been to cut through 
the jungle of mythical statistics and pipe 
dream reports which unfortunately have ac- 
companied the growth of this infant indus- 
try.” 

This first article is devoted largely to a 
quantitative estimate of the size of the 
pack. The entire series is to be reprinted in 
pamphlet form. 


25-3 Six Major Problems Facing Frozen 
Foods, R. E. Nagler, Sa/es Manage- 
ment, March 1, 1946. 


Inasmuch as the food bill of our nation is 
20 per cent of the national income, and per- 
ishable commodities total more than half of 
that 20 per cent, the possibilities of reducing 
wastage in the handling of perishable foods 
is of particular importance. It is the opinion 
of food specialists that in the next five years 
the frozen food industry will process about 


half the perishables purchased. 


In order to do so, however, certain things 
must be done, such as: 1. Better transporta- 
tion must be made available between 
packers’ plants and the retail distributing 
centers. 2. Retail food merchants must do 
more to feature frozen items, taking them 
out of the stepchild class. 3. There must be 
advertising and promotion on a national 
scale. 4. Manufacturers of packers’ freezing 
equipment, railway refrigerator equipment, 
truck and trailer equipment, food storage 
lockers, and home freezers will all have 
enough stake in the development of this new 
industry so that they can well afford to do 
their share. 5. Better packaging must give 
better protection and permit better speed in 
processing. 6. Delivery to the home must be 
such as to protect the frozen foods all the 
way to the consumer’s home freezer. Light- 
weight delivery trucks, using new insulation 
materials and simplified plug-in type of re- 
frigerator units, must be developed to make 
this service economically possible. 

The article goes on to point out that a 
group of frozen food specialty store owners 
recently organized under the name Frozen 
Foods Consumer Institute, have registered 
an Institute Seal of Approval, and have also 
set up, under the direction of an outstanding 
dietician, a research and test kitchen. The 
author predicts that in these postwar years 
the frozen foods industry will really come 
into its own. 


25.4 Hearst Magazines, Inc. 


A Special Market Study on Hosiery has 
been prepared for the use of the advertising 
salesmen of Hearst Magazines, Inc. It is es- 
timated that production of women’s hosiery 
in 1946 will be only 40 million dozen pairs, 
compared with 43 million dozen pairs in 
1945 and over 60 million dozen pairs in 1939. 
Demand will be at higher levels than ever, 
because of deferred demand, continued high 
incomes, increased advertising of branded 
hosiery, and increased population. 

An analysis of the market shows that 38 
million white urban women over 15 years of 
age constitute the bulk of the market. Per 
capita consumption of women’s hosiery in- 
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creased in the 1930-1940 decade, to 12.6 
pairs in 1940. It is estimated that, because 
of shortages, per capita consumption in 1946 
will drop to Io pairs. 

The majority of women prefer to buy 
hosiery in department stores, because of the 
large stock carried. Gotham and Julius 
Kayser, however, operate some stores of their 
own, and during the war the Hudson Hosiery 
Company was able to change from private 
brand distribution to their own label and 
have embarked on a program that will give 
them 200 of their own stores. 


25.5 Curtis Publishing Company 


The Market for Water Systems, Revised, 
1946, is an analysis of the market for indi- 
vidual power or wind-mill driven pumps and 
pressure tanks that will produce running 
water. The study, made by the Research 
Department, estimates the potential United 
States market for water systems. Other mar- 
ket factors considered are the importance of 
electricity, character of retail outlets, adver- 
tising and promotional approaches relating 
to both the consumer and the dealer, postwar 
merchandising trends, improved farm in- 
come, rural electrification, and foreign mar- 
ket possibilities. 


25.6 Electrical Appliance and Home Fur- 
nishing Survey. (New York: Scripps- 
Howard Newspapers, n.d., pp. 45.) 


In this survey, 8,459 housewives were in- 
terviewed in thirteen cities where Scripps- 
Howard Newspapers are published. When 
the survey was made is not indicated, but 
apparently it was some time after December 
7, 1941. No attempt is made to interpret the 
findings. 

Tables of information are presented con- 
cerning radios, refrigerators, ranges, washers, 
vacuum cleaners, ironers, sewing machines, 
small appliances, and home furnishings. The 
type of outlet from which the radios, re- 
frigerators, and ranges were purchased is in- 
dicated. More than two-fifths of those who 
were asked from what type of outlet they 
would purchase their next refrigerator or 
range did not know. Of those who did indi- 
cate from what type of outlet they would 


buy their next refrigerator or range, an in- 
creased preference was shown for the utility 
company and a decreased preference for the 
furniture store. 

As might be expected, the strength of the 
different makes of refrigerators, ranges, and 
radios varies in the cities covered by the 
survey. Likewise, the strength of the differ- 
ent kinds of outlets varies by cities. 

The implications of the statistical material 
gathered in this survey are highly suggestive, 
but their full significance in relation to the 
market in any one of the thirteen cities could 
probably be realized only by some one fa- 
miliar with the local situation. Consequently, 
the Scripps-Howard Newspapers may have 
done much good by not attempting to inter- 
pret the material. 


26. MISCELLANEOUS 


26.1 The Psychological Corporation’s Index 
of Public Opinion. Henry C. Link, 
Journal of Applied Psychology, Feb- 
ruary, 1946. 


In this nine page article, the author pre- 
sents the tabular results of the thirteenth in 
a series of surveys begun in 1937 as experi- 
mental studies in social psychology. This 
one was made during the first three weeks in 
October, 1945, with 5,000 personal inter- 
views 1n 123 cities and towns representing a 
cross section of the urban and small town 
population. The interviews were distributed 
by four socio-economic groups made in ac- 
cordance with the socio-economic maps in 
each locality. 

The results show the great differences be- 
tween the thinking of these various socio- 
economic groups on questions such as: Is the 
United States going towards socialism? Is it 
good for America in peacetime for the Gov- 
ernment to set top prices which stores and 
factories may charge for their goods? Who 
do you think can do the best job in straight- 
ening things out after the war: the Govern- 
ment in Washingtcn; business leaders; labor 
union leaders; or others? During the next 
year or two, do you think that the people of 
this country will be better or worse off than 
they are now? 
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26.2 World Rubber Problems. Klaus E. 
Knorr, Harvard Business Review, 
Spring Number, 1946. 


Because the world’s capacity to produce 
rubber promises to be far greater than the 
world’s capacity to absorb the product, the 
author believes that action is called for now, 
particularly on the part of the United States. 
He examines the potential productive ca- 
pacity of natural and synthetic rubber and 
analyzes the amount and quality of the po- 
tential demand for both types of rubber. 

He concludes, “it would be difficult to 
predict the outcome even if the world rubber 
market were exposed to free competition. 
To be sure, both crude and synthetic rubbers 
will find uses under any circumstances. But 
that is not the point at issue. It is the propor- 
tionate share of the market held by the two 
types of rubber that is in doubt; and their 
relationship on the basis of both price and 
quality is in flux and will remain so for some 
time to come. One thing can be said, how- 
ever: it is quite possible that plantation 
rubber may gain a marked price advantage, 
offset more or less by the quality advantage 
of synthetics. 

“Yet, the development of equilibrium be- 
tween the rubber plantation and the syn- 
thetic rubber interests will ot be left to the 
operation of free-market prices. The ac- 
companying depression of both industries 
would be intolerable; and, besides, the United 
States will insist on preserving a substantial 
part of the synthetic industry no matter 
what the cost.” 

The author suggests that in shaping an in- 
telligent rubber policy, the United States 
must give due consideration not only to the 
interests of other countries, but also to its 
own. He points out that there are three major 
American interests to be considered, namely: 
1. the United States needs cheap rubber at 
any level of quality; 2. stable rubber prices 
must be achieved inasmuch as the prosperity 
of the rubber goods manufacturing industry 
in the United States depends to a consider- 
able degree on stable rubber prices; 3. be- 
Cause rubber is a critically important mate- 
rial at all times, and especially during war, 


this country must be assured of a sufficient 
supply. 


26.3 The Economics of Industrial Alcohol. 
Rayburn D. Tousley. (Pullman, 
Washington: The State College of 
Washington, 1945, pp. 69.) 


The purpose of this study is to consider 
what will be the demand for industrial al- 
cohol and whether or not new processes de- 
veloped during the war period will be able 
to compete successfully with methods and 
materials used before the war. The study is 
made primarily from the point of view of the 
industry in the Pacific Northwest. 

Prior to the war, the largest percentage of 
the total production of ethy! alcohol was ob- 
tained from the fermentation of blackstrap 
molasses but this percentage was declining. 
During the war, grain took the place of 
molasses as the most important raw material 
for the production of alcohol. 

The increase in demand for industrial al- 
cohol during the war was considerable and 
production accordingly was expanded. Such 
production as there was on the Pacific Coast 
prior to the war was confined almost entirely 
to California and the excess capacity of the 
plants there was believed to be large. Indus- 
trial alcohol was not produced in the Pacific 
Northwest prior to the war except for a 
small experimental amount. Such productive 
capacity as was established there during the 
war is faced with the problem of finding a 
market. The prospects for this are not bright 
in view of the competition which can be ex- 
pected from Eastern and California pro- 
ducers. 


26.4 University of Colorado 


The Bureau of Business Research has is- 
sued a report on Industrial Alcohol from Cull 
and Surplus Colorado Crops, in which it is 
concluded that the market for industrial 
alcohol in the Rocky Mountain Region is 
too small to justify establishment of alcohol 
plants there. The long freight haul would pre- 
clude production for the Eastern market, 
where go per cent of the U. S. alcohol pro- 
duction is used. The cost of production of 
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alcohol from farm products, moreover, ap- 
pears to be greater than the cost of produc- 
tion from molasses and petroleum refinery 
gases. 

Similar studies are in progress on the 
economic aspects of raw materials supply, 
production, and marketing of glassware, 
wool, and leather in Colorado. 


26.5 An Outline For A Community Indus- 
trial Development Program. Arthur 
M. Field. (The American Industrial 
Development Council, 1946, pp. 76. 
Address inquiries to the author at the 
Charleston Development Board, 
Charleston, S. C.) 


This is one of the most complete outlines 
of its nature that has come to our attention. 
Its purpose is “to make the effort productive 
and to shape the wise spending of money 
for new plant locations and for the develop- 
ment that accompanies them.” 

The guide describes briefly the important 
data to be developed and also suggests some 
general policies and specific steps to follow. 

An excellent 11-page bibliography on the 
subject of industrial development is ap- 
pended. 


26.6 Bureau of Labor Statistics 


26.6.1 In April, the Wage Analysis Branch 
inaugurated a study of 2,500 World War II 
veterans who have been discharged from 
military service. The study is designed to ob- 
tain from these veterans, through personal 
interview, information relating to their read- 
justment to civilian life, with emphasis on 
their economic problems, especially employ- 
ment and wages. 

The sample was selected on a Nation-wide 
basis from records of representative draft 
boards chosen by Selective Service. The 
Bureau plans to resurvey these same vet- 
erans every three to six months throughout 
the coming year. The first report on veterans 
will be available in June. 


26.6.2 Average hours and earnings data for 
private building construction were inserted in 
the March Monthly Labor Review as part of 
the Building Operations section and will form 


a regular part of this section. The data are 
presented with respect to all trades, general 
building trades, and each of eight special 
trades. 


26.6.3 The Division of Construction and 
Public Employment is completing work on 
a survey to cover all building permits issued 
during the four months, September to De- 
cember 1945, in 65 cities of varying sizes, 
located in various parts of the country. The 
survey is intended to provide information 
on: (1) Actual starting date of construction 
projects for which the permits were issued. 
(2) Expected completion dates of the proj- 
ects. (3) Relation of construction costs to 
permit valuations. (4) Causes of unexpected 
delays. 


26.7 Labor Savings in American Industry. 
Solomon Fabricant. (New York: Na- 


tional Bureau of Economic Research, 
1945, Pp. 52.) 

The manhour requirements per unit of 
product during the period 1899 to 1939 were 
reduced by practically every industry en- 
gaged in extraction, fabrication, power pro- 
duction, transporation, and communication. 
For the economy as a whole the decline in 
persons employed per unit of product has 
been about 40 per cent. “In terms of output 
per manhour, the increase in productivity 
has been about 100 per cent.”’ Some of this 
increase led to more leisure, some of it was 
dissipated in a higher unemployment rate, 
and the rest appeared as enhanced quality 
and greater quantity of goods. 


26.8 Mitigating Depressions. Emerson P. 
Schmidt. (Washington, D. C.: Cham- 
ber of Commerce of the United States 
of America, 1945, pp. 29.) 


Ways and means of maintaining produc- 
tive employment rather than methods of 
providing income when production fails are 
emphasized in this bulletin as a program for 
mitigating depressions. Instead of general 
price and wage cutting when depression 
threatens, a policy of selective price and wage 
adjustments should be followed. 

The Goverment, through its scores of 


—_ «cf SS —_— -—_—= lUrCrOlUCr OO lCrlhlC(<i«—sr "= |! 


ae 


THE FOURNAL OF MARKETING 


97 





agencies concerned with making loans and 
loan guarantees, should make appropriate 
cyclical changes to facilitate capital forma- 
tion when depression threatens. A substan- 
tial contribution toward mitigating the busi- 
ness cycle would be made if governmental 
units would hoard a substantial part of their 
postponable public works during periods of 
active business and concentrate on them in 
periods of depression. 


26.9 Postwar Issues in the Petroleum Indus- 
try. Walter H. Voskuil. (Urbana, IIl.: 
University of Illinois Bulletin, Vol. 
43, No. 30, January 7, 1946, pp. 32.) 

A study of the present estimates of pe- 
troleum reserves ir. the United States and of 


alternative sources of supply, supported by 
pertinent statistical data. 

“The evidence available strongly indi- 
cates that the remaining reserves of oil in 
the United States, either are not adequate in 
size, or, if adequate, cannot be discovered 
rapidly enough to maintain the voluminous 
flow of low-cost oil products that prevailed 
before the war. While this point of view is 
not accepted throughout the industry, it 
nevertheless has strong supporters. More- 
over, the discovery record since 1938 lends 
support to this conclusion. Under these con- 
ditions it is unwise to leave to chance the 
question of an adequate supply of a material 
so vitally necessary for a productive econ- 
omy and for national security.” 
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ApproacH To Latin AMERICAN MARKETS, 
by Alexander O. Stanley. (New York: 
Dun & Bradstreet, Inc., 1945. Pp. 154. 
Available on request.) 


Alexander O. Stanley, Manager of the 
Foreign Sales and Research Department of 
Dun & Bradstreet, has taken trade relations 
with our Latin American neighbors out of the 
realm of fancy and fiction and set them 
firmly on a basis of fact for every reader of 
his book to see and comprehend. By means 
of text material, up-to-date statistics, and 
enlightening illustrations, he has contributed 
a work unique in the field of international 
trade. 

Mr. Stanley points out that his purpose 
has been to prepare a guide for American 
exporters interested in Latin American 
markets. Perhaps unconsciously on his part, 
but nevertheless of great importance, the 
author has at the same time provided an 
authoritative text book for teachers and 
students of the subject. The fact that the 
statistical material is dated makes the book 
no less valuable. Only the most recent reli- 
able sources of such data have been used. 
To supplement, interpret, and highlight 
them, the author has drawn upon the knowl- 
edge of experienced operators in foreign 
trade, to which he has applied his own keen 
analysis. 

Foreign sales differ from domestic market- 
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ing in that they are affected by tariffs, inter- 
governmental agreements, and foreign ex- 
change problems. Otherwise the problems 
are essentially the same. The key to success 
in building profitable sales in any market 
depends upon an understanding of the cus- 
toms, manners, habits, and living conditions 
of people, and their effect upon the demand 
for goods. 

The main emphasis of Mr. Stanley’s book 
therefore, is placed on examination of Latin 
American markets as outlets for the goods 
of expanded American industries in the period 
immediately ahead. The author believes our 
pioneering efforts in Latin American trade 
are behind us. He points out that the United 
States has been a prime supplier of merchan- 
dise to Latin America for over fifteen years. 
In the postwar period, this country, with 
its increased production facilities, should 
continue to fill the large requirements of our 
neighbors to the south. 

In his appraisal of Latin American sales 
potentials, Mr. Stanley shows that Latin 
America is now in the best economic position 
it has ever been in all its history. The war 
years enhanced the purchasing power in all 
29 markets in that area. These countries 
became our sources of certain raw materials 
formerly obtained elsewhere. Concomitantly, 
when World War II closed Latin American 
sources of goods in Europe and Asia, we sup- 
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plied the merchandise they needed. A trend 
developed to establish and integrate a supply 
system between the United States and Latin 
American countries. If this is cultivated, it 
ought to provide many advantages for future 
trade relations. 

The reader of the Approach to Latin Amer- 
ican Markets will be impressed at once with 
the preface which disproves such Latin 
American fictions as: (1) it is a good market 
only when domestic sales stagnate; (2) it is 
a spillway for low grade merchandise at 
standard prices; (3) it is a poor credit risk; 
(4) Latin America favors European merchan- 
dise; (5) there is restricted purchasing power 
due to limited industrial development; and 
(6) unfavorable exchange conditions prevail. 
The fact is that none of these things is true. 

The first section of the book is devoted toan 
appraisal of sales potentials in Latin Amer- 
ica. Because of its large population (133,- 
000,000), its tremendous natural resources, 
and the development of local primary manu- 
facturers which allow higher standards of 
living, Latin America is in a position to sus- 
tain and accelerate a cycle of growing pur- 
chasing power. 

There follows a scholarly geo-economic 
study remarkable for its completeness and 
clarity of presentation. It deals with funda- 
mentals—the factors which define the eco- 
nomic life of the various countries within 
the spheres of climate, topography, popula- 
tion, and economic and cultural development. 
The text is amply supported by statistical 
tables, pictorial bar charts, and outline maps. 
Reference to source material is given in every 
instance. 

To be of assistance in dealing with Latin 
American enterprises, the book contains a 
useful treatment of such topics as the struc- 
ture of Latin American partnerships and 
corporations, the characteristics of Latin 
American financial statements, and Latin 
America as a credit risk. Typical styles used 
in commercial intercourse are listed in com- 
plete forms and abbreviations, with defini- 
tions in English. The terms used in financial 
statements, analyzed as to assets and liabili- 
ties, are given in Spanish, English, and 
Brazilian. With respect to credit risks, a 


detailed report is made of a survey by Dun 
& Bradstreet covering the credit operations 
of §14 concerns which, in 1941, sold to 37,807 
accounts throughout Latin America. Credit 
losses averaged less than one-sixteenth of 1 
per cent on a volume of credit sales in excess 
of $50,000,000. 

For the technically-minded student and 
teacher, and for the practical exporter, four 
sections of the book are devoted to export 
credit terms, shipping quotations on orders, 
packing for export, and freight forwarder 
services. In the procedures for sales promo- 
tion, the author explains some important 
facts about trade marks and trade mark legis- 
lation in each of the Latin American coun- 
tries. The two popular types of sales channels 
available to American exporters, (1) the 


sales agent, and (2) the distributor or whole- 
saler, are described and compared. The ap- 
propriateness of these channels by lines of 
goods and by countries is shown in tabular 
form. The last section of the book deals with 
export advertising. In general, it takes two 
forms, consumer and trade advertising. The 


facilities for promotion and the handicaps 
which prevail for both of them are presented. 
Not to be overlooked in the review of this 
book are its attractive format, legibility, and 
pleasing arrangement. The author has 
achieved the cherished goal of transforming 
cold factual data into a printed document 
that becomes fascinating reading. The book 
is a work of art as well as an indispensable 
handbook for all who are interested in closer 
and better business dealings, and hence 
richer cultural relations “south of the 
border.” 
Etmore PETERSEN 
University of Colorado 


SELLING TomorRow’s Propuction, lectures 
delivered at McGill University. (Montreal: 
McGill University, 1945. Pp. 80, paper.) 
The publication of these lectures given at 

McGill University is the fifth of a series 

dealing especially with distribution. The pre- 

vious distribution lectures were given in the 
fall of 1943 and were entitled “Canada in 
the Markets of Tomorrow.” The contribu- 
tors to the current series include two out- 
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standing students of the Canadian business 
scene and four American executives. 

The first of the lectures, “Economics of 
the Canadian Market,” was given by the 
leading Canadian consulting economist, Gil- 
bert E. Jackson. His knowledge of contempo- 
rary Canadian and world economics is such 
that his remarks must be taken with great 
seriousness. He is firm in his belief that Can- 
ada’s postwar future is tied to developments 
in international reconstruction to a greater 
degree even than the future of other nations 
engaged in World War II. 

There are many forces in Canada, as else- 
where, making for a postwar inflationary 
spiral. Canada’s business firms, like those of 
the United States, have large liquid reserves. 
Veteran gratuities are large (much of the 
Canadian soldier’s pay was withheld while 
he was abroad). Very substantial savings 
have been made, and government expendi- 
tures will continue heavy. The prospects are 
that Canada’s government postwar spending 
will be at a rate 3-4 times higher than in 
prewar years. These conditions create a very 
serious problem for Price Controller Donald 
Gordon, who has been trying to manage 
reconversion with 1941 prices. 

Jackson believes it will be difficult to avoid 
a movement toward higher price levels. The 
lack of balance between wholesale and retail 
price indices will tend to force a rise in con- 
sumer prices when a freer economy is re- 
stored. The retail index is up 18 per cent; 
the wholesale index is up 31 per cent. The 
divergent rates reflect the greater emphasis 
Canadians have put on holding the retail 
ceiling. Mr. Jackson seems to favor a con- 
trolled upward movement of prices as a gen- 
eral solution. 

Ronald A. McEachran, financial editor 
of the Toronto Post, reviews a great number 
of factors bearing on Canada’s postwar posi- 
tion. His discussion of elements bearing on 
Canada’s postwar population is particularly 
interesting. This topic has entered public 
discussion in Canada with great frequency. 
Mr. McEachran is not optimistic about a 
great increase in numbers. His quotation of 
current estimates of postwar world popula- 
tion trends shows Canada with a population 


of 15.4 million in 1970. The 3.2 per cent in- 
crease required to achieve this total is about 
double his projected rate of growth for the 
United States. He is not in agreement with 
the prediction that Canada will receive a 
great influx of immigrants, and reminds us 
that Canada has in the past functioned as a 
sieve, retaining but 60 per cent of the people 
coming in as settlers. 

Jackson and McEachran provide an inter- 
esting analysis of the Canadian economy as 
a whole in the postwar period. S. D. Cham- 
berlain, Field Sales Manager for Kendall 
Mills, Walter Dorwin Teague, Industrial 
Designer, and Donald Cowan, consulting 
economist on marketing, analyze their par- 
ticular specialties and their usefulness in the 
reconversion period. Chamberlain and Co- 
wan come closest to the promise of the title 
of the series. Both get down to the funda- 
mental chore of physically getting ready to 
handle postwar selling. Cowan provides a 
good check list of the research man’s job and 
Chamberlain deals with the human side of 
sales force revival. He gives an interesting 
picture of Kendall Mills’ experience with 
salesman testing. Teague’s remarks on basic 
design policy are earthy and pertinent. J. S. 
Adams, President of Standard Brands, con- 
cludes the series with a survey of the size of 
the postwar sales job (using best available 
1944 figures) and the role advertising will 
play. 

The lectures, as a group, are stimulating; 
they contain good material descriptive of 
the Canadian market of the future, and rep- 
resent a valuable contribution on the part 
of McGill’s School of Commerce. 

WALTER THOMPSON 
University of Western Ontario 


Tue INDEPENDENT Drucaist, by The Sat- 
urday Evening Post and the National 
Association of Retail Druggists. (Phila- 
delphia: The Curtis Publishing Company, 
1945. Pp. 112. Available on request.) 


Marketing men, who so frequently deplore 
the lack of factual information necessary to 
solve distribution problems, will welcome 
this first report on the independent druggist. 
It is one of the most thorough statistical 
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analyses which has been published with re- 
spect to any retail trade. In a very simple 
and straightforward manner, it presents a 
host of facts which are extremely jlluminat- 
ing to those who desire to learn more about 
retailing. 

Possibly no more opportune time could 
have been selected for publishing information 
of this character than the fall of 1945 when 
merchants were shifting, or preparing to 
shift, from wartime to peacetime operations. 
So many changes have taken place in retail 
merchandising since Pearl Harbor that a re- 
port of this type which records the extent of 
many of these changes will prove exceedingly 
valuable. 

There is every reason to believe that this 
study of some 1,723 independent drug stores 
provides a more than adequate sample of 
merchandising through independent retail 
pharmacies. The sample parallels the geo- 
graphical distribution of drug stores as well 
as the division by size of city. 

The report contains information of four 
types about drug stores: (1) a description of 
the physical layout of the drug store; (2) 
present methods of merchandising and opera- 
tions; (3) departmental sales; (4) merchan- 
dising and operating plans. The first section 
relating to the physical layout is hardly ade- 
quate; but the other three sections contain a 
world of valuable information, particularly 
with respect to present methods of merchan- 
dising and operations. The data relating to 
number of customers served daily, percent- 
age leases, average size of customer pur- 
chases, merchandise inventories, store hours, 
and credit sales should prove enlightening to 
anyone who is desirous of learning what de- 
velopments have taken place in retail mer- 
chandising during the war period. 

_The information on departmental opera- 
tions is especially complete as to the pre- 
scription and fountain departments. Many 
may be surprised to learn that the average 
store covered in this survey fills but 28.3 
Prescriptions per day, and that $1 per cent 
of all stores fill 20 or fewer prescriptions per 
day. Likewise, many may be astounded to 
learn that the median length of soda foun- 
tains is but 12 feet and that the average sales 


volume done in fountains is only 20 per cent 
of total store volume. 

The final section of the study throws con- 
siderable light on the peace-time plans of 
druggists. One in every five operators is 
considering opening new stores or purchasing 
additional ones. Some 46.7 per cent indicate 
that they intend to modernize or enlarge 
their present stores, and 53 per cent state 
that they have plans for new store fronts. 
Many are intending to promote nationally 
advertised products more aggressively than 
they have heretofore. Nearly 60 per cent of 
all store owners plan to stock a greater 
number of nationally advertised drug store 
products than they nowstock. There are wide- 
spread plans to place more and more empha- 
sis on the professional aspect of their mer- 
chandising. The ten departments which they 
feel offer the best promotional possibilities 
are all departments normally associated with 
drug stores, and the two top departments are 
prescriptions and vitamins. 

The Independent Druggist should be read 
and kept at hand by anyone who formulates 
or assists in formulating merchandising poli- 
cies in the drug trade and by marketing 
students who are interested in this field. It 
contains a mass of statistical information 
which should prove very usable. The re- 
viewer has but one suggestion for the spon- 
sors of this study—that future reports pro- 
vide a table of contents in order that the 
data may be more readily available to 
readers. 

H. C. No.en 
Ohio State University 


DistrisputTion Cost Anatysis, by Charles 
H. Sevin. (Washington: Bureau of For- 
eign and Domestic Commerce, Economic 


Series No. 50, 1946. Pp. v, 56. $0.15.) 


In these 50-odd pages the author has suc- 
ceeded in putting together an excellent 
primer of distribution cost analysis, while at 
the same time giving us a fresh appreciation 
of certain rather neglected aspects of this 
field. He has apparently re-examined the 
prior distribution cost studies of the Depart- 
ment of Commerce, more especially the 
early, pioneering work of Wroe Alderson, 
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J. W. Millard, S. E. Bittner, and others. 
From an admixture of these, non-govern- 
ment studies, and his own experience in dis- 
tribution cost research, he has distilled the 
basic principles and what might be termed 
the “generally best”” methods of distribution 
cost analysis. These he has reduced to their 
simplest terms and grouped under three head- 
ings: Cost Analysis in the Retail Store; Cost 
Analysis for the Wholesaler; and Cost 
Analysis for the Manufacturer. 

Under the first heading, the principles and 
methods of commodity and commodity- 
group costing are explained; under the sec- 
ond, commodity and customer costing; and 
under the third, commodity, customer, ter- 
ritory, and unit-of-sale costing. No small 
part of the value of the study lies in the 
clarity and conciseness of the exposition of 
the cost methods and the apt use of illustra- 
tions that help the uninitiated to follow the 
more complex methods. Possible and prac- 
tical remedies are listed to be applied where 
cost analysis reveals unsatisfactory condi- 
tions. Methods that employ the escapable 
and unescapable expense dichotomy for de- 
termining whether unprofitable customers 
and commodities should be eliminated, are 
carefully explained. 

The entire treatment is characterized by 
the stress it places upon partial allocation, 
upon marginal costs, and upon re/ative profit- 
ability, the three being, of course, closely re- 
lated. In many ways, this greatly enhances 
the utility of the volume to the smaller con- 
cerns without prejudicing the interests of 
the larger ones. 

Perhaps one of the most interesting fea- 
tures of the study is its method of com- 
modity costing for retail stores, based on the 
so-called principle of “‘limiting-factors” ex- 
plained by Dr. E. R. Hawkins, Chief of the 
Distribution Cost Unit of the Bureau, at a 
recent annual meeting of the American 
Marketing Association. Under this method, 
only space and interest costs, along with any 
direct commodity expense that may occur 
upon occasion, are normally charged to com- 
modities to determine their relative profit- 
ability. 

All in all, Sevin’s study constitutes a 


stimulating primer of distribution cost analy- 
sis that should receive wide reading in both 
academic and practical marketing circles. 

Racpu F. Breyer 
University of Pennsylvania 


STREAMLINED WHOLESALE Grocery WARE- 
HousES, by William H. Meserole. (Wash- 
ington: Department of Commerce, 1945. 
Pp. 95. $.20.) 

This little manual presents the findings of 
Department of Commerce representatives 
after visiting over a dozen modern whole- 
sale grocery warehouses. The conclusion is 
that any grocery operator can make worth- 
while savings by practicing scientific stock 
arrangement, using special machinery, and 
employing a building which conforms to his 
special needs. The principles and methods 
likely to prove most fruitful are described in 
detail. 

Emphasis is placed on proper turnover 
policy. Inventory control is essential if the 
most effective rate of turn is to be obtained. 
Yet, too many old line wholesalers, it is 
claimed, took their assembly functions too 
seriously. They purchased large quantities 
to get special discounts and to secure econo- 
mies in transportation. Many wished to 
avoid the “throes of buying too often.”’ They 
looked upon hand-to-mouth buying as the 
mark of a shoe string operator, a confession 
of weakness. With the acceptance of the 
turnover principle, came the realization that 
turnover is a factor of efficiency. As whole- 
salers began to emphasize it rather than 
static storage, they became aware of labor 
costs and sought ways to reduce them; hence 
the emphasis on building planning, stock 
arrangement, and the development of han- 
dling and piling machinery fitted for special 
tasks. 

A large part of the manual is devoted to 
the presentation of illustrations, floor plans, 
and descriptions of the types of machines 
now available for doing what was for many 
years a series of hand operations. No useful 
purpose would be served by presenting 
details at this point. Rather, it should be 
emphasized that almost any wholesaler, 
regardless of his line, who masters the basic 
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principles of the manual, wil] at once see how 
they may be applied within his own stock 
rooms. It is hoped that the Department may 
continue to serve by the preparation of simi- 
larly useful monographs. 

H. H. Maynarp 
The Ohio State University 


ApvERTISING Layout, by Richard S. Che- 
nault. (New York: Heck-Cattell Publishing 
Company, 1946. Pp. 96. $5.00.) 

Not many books have been written on the 
seemingly esoteric techniques of layout. The 
present volume is a welcome and worth- 
while addition to a category of advertising 
literature which is, to say the least, some- 
what off the beaten path of the average 
marketing man. The subject is not without 
its significance as part of the marketing 
process. 

Words undoubtedly carry a certain amount 
of conviction and act to induce people to 
buy this or the other product. Creative 
layout serves to propel the attention of the 
prospective buyer to the selling copy, and 
makes it easier for him to grasp its import 
—no mean consideration under the exacting 
and highly competitive conditions that pre- 
vail in the markets of today. 

In writing this book, the author was moti- 
vated by the desire to make it possible for 
advertising men to design more “‘compelling” 
layouts. Two separate phases are consid- 
ered: first, a selling idea must be created; 
second, the principles of design and of reader 
psychology must be properly implemented 
to transform the inchoate idea into a planned 
and pleasing form. 

The chapters range from the basic prin- 
ciples of layout design through the several 
techniques required for poster and billboard, 
newspaper, magazine, and direct mail adver- 
tising. The use of color, including color 
photography and the four color process, is 
treated in detail. Several chapters are de- 
voted to the subject of typography and hand- 
lettering. 

The text is both lively and stimulating, 
and is accompanied by 72 full-page advertise- 
ments both in black and white and in full 
color, which have been selected to illustrate 


the principles outlined. These advertise- 
ments, the work of well known art directors, 
have been reproduced in the volume by per- 
mission of the respective advertisers and 
with the cooperation of the agencies con- 
cerned. As a result, the book reflects not only 
the long and varied experience of the author, 
but also the ideas and techniques of out- 
standing men in the advertising field. 

Mr. Chenault definitely believes in practis- 
ing what he preaches. The book is an 
admirable example of the layout man’s skill. 
The format is a most appealing one—each 
page measures 10” 1232”, with generously 
wide margins. The type is large, legible, and 
dignified; and the illustrations are note- 
worthy and numerous. 

It should be noted that Mr. Chenault is 
both a practising art director and a college 
instructor, and has combined practical 
knowledge with sound pedagogic method in 
presenting his material. 

Davin S. Mosesson 
College of the City of New York 


Pusiic Rexations, by Theodore R. Sills 
and Philip Lesly. (Chicago: Richard D. 
Irwin, Inc., 1945. Pp. xi, 321. $3.75.) 
Anyone who has battled with the public 

mind will appreciate this book, and anyone 

whose “ordeal” is yet to come will find this 

a volume packed with an interesting assort- 

ment of facts, advice, and, perhaps best of 

all, practical anecdotes. 

Messrs. Sills and Lesly tell us that “today 
a few hundred public relations experts have 
an influence on the nation’s habits and 
thoughts that is recognized by only a hand- 
ful of laymen.” The reviewer is not so sure, 
however, that public relations work repre- 
sents such a new profession as Sills and Lesly 
think. Even Titian had a publicity man to 
sing his praises; and only a few months ago 
the writer walked past the offices of the old 
institution in Rome from which the very 
word propaganda developed, meaning, the 
propagation of the faith. 

But in this book you will find the “little- 
steel” case as it was operated upon by public 
relations men, the war-time battles of the 
trailer industry and the laundry industry 
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the popularization of income taxes (by a 
former student of the reviewer), evidences 
that De Gaulle was “made,” how Pullman 
forced the railroads to buy stream-lined 
equipment, how our government educated 
us and how we changed the government dur- 
ing the war. The authors choose for their 
text the great quotation of Abraham Lin- 
coln: “‘Public sentiment is everything.” 

Sills and Lesly see an interesting future 
for national public relations. They see opin- 
ion pushed “into strategic prominence in the 
formulation of policy for nations, interna- 
tional organizations, and other movements 
with potentially important influence.” ““What 
happens to Czechoslovakia, Hungary, Aus- 
tria, the Baltic States, Korea, and others 
will to a great extent depend on what the 
people of America, England, China, and 
Russia believe should happen to them,” 
they say. If the public relations counsel “can 
prevail in his belief that a modern state, to 
gain the support of the people, must be dedi- 
cated to the welfare of the people, he will 
have moved society one step farther along 
the rutted path to international stability.” 

Is public relations the big or little brother 
of advertising? Here is an interesting discus- 
sion—‘‘Advertising, then, has an important, 
though limited, place in any public relations 
program,” they say. “Public relations ex- 
perts always recognize its power, and the 
wise ones use it. But they know that there 
are many routes to the public’s favor, and 
that all of them are their business. 

“It is clear, then, that an advertising 
agency that sets up a public relations de- 
partment as a minor appendage, intended to 
offer an additional service to the client, fails 
to see the true relationship between the two 
professions. Public relations cannot be a 
minor phase of advertising any more than 
general medicine can be the appendix of a 
treatise on diseases of the eye.” 

“The actual balance is reversed. Advertis- 
ing is a phase of public relations. It will prob- 
ably always be the most active and the most 
reliably effective phase; but it cannot use 
this prominence to negate the importance of 
all other aspects of the whole.” 

The authors tell us that “actually there is 


very little competition between advertising 
and public relations agencies” and that 
“gradually more and more clients will add 
the public relations agency to their program, 
but none is likely to drop advertising as a 
result.” 

This is an enjoyable book. One will have 
many chuckles over the authors’ suggestion 
that sometimes the real public relations 
problem is one’s own client. Public opinion, 
they say, “determines what is good and what 
is evil, who is beautiful and who is ugly, 
when concern for one’s neighbor is virtuous 
and when it is meddling.” Again they tell us 
that “the better-mousetrap theory died 
shortly after Emerson; today the quality of 
a product, as well as a doctrine, will not raise 
it to prominence unless it catches the public’s 
imagination.” In another place, “Every 
human being is the tool of his opinions.” 

Sills and Lesly tell us that “many a rose 
has blushed unseen, but many a dandelion 
has had a day of glory.” “Hollywood is full 
of beautiful girls who could be taught to 
act, but Ann Sheridan, Hedy Lamarr and 
Dorothy Lamour get the big contracts and 
the fan mail because they have been built 
into personalities by the master Pygmalions 
of the typewriter.”” Probably Ann and Hedy 
and Dorothy won’t like that, but Sills and 
Lesly say it is so. 

Rosert P. CrawrorD 
University of Nebraska 


Buitpinc A SALES TRAINING ProcraM, by 
Edward J. Hegarty. (New York: McGraw- 
Hill, 1945. Pp. 198, $2.00.) 


Mr. Hegarty’s new book should be wel- 
comed by sales managers and supervisors of 
sales training as well as by all students of 
marketing. The author, who is Manager of 
Sales Training of the Electric Appliance 
Division of the Westinghouse Electric Cor- 
poration and a man of thirty years experience 
in the field, has done an excellent job in lay- 
ing down rules of procedure for building and 
operating a sales training program. His book 
is of such a nature that it may be read with 
much interest in one sitting, yet also serve 
as a manual to which those working in the 
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field will frequently turn for rereading and 
study. 
The author presents his subject in thirty- 
four short chapters. Following a one-chapter 
introduction, he lists and briefly describes 
twelve “checks” on fundamental principles 
of sales training. The principles are: 
(1) A salesman should be trained by his 
boss. 

(2) All the salesman needs is a willing- 
ness to work. 

(3) There should be training objectives. 

(4) All training should be in terms of 
what the average man (in the organi- 
zation) can learn to do. 

(5) Tested methods only should be 
taught. 

(6) The salesman should be taught more 
than product. 

(7) A unit of work and a full day’s 
work should be defined. 

(8) School training should be coordi- 
nated with field training. 

(9) A new salesman should not be turned 
over to an old salesman to be trained. 

(10) There should be an audit of results. 

(11) Training is a continuous process. 

(12) The follow-through in the use of 

training is most important. 

Following this enumeration of principles, 
the next twelve chapters are devoted to a 
careful analysis of them. Each analysis is 
brief and to the point, and closes with a list 
of specific suggestions for putting the prin- 
ciple into operation in a sales training pro- 
gram. 

In the remaining twenty chapters, ways 
and means of building and operating sales 
training programs are discussed so that the 
reader is given step by step instructions for 
developing them and carrying them out. 
While a number of examples are used in il- 
lustrating particular points, the author might 
have drawn from his wide range of experi- 
ence and enriched the book further by using 
more brief case histories. Everyone interested 
in sales training will find Building a Sales 
Training Program a worthwhile addition to 
the literature on the subject. 

, Horace B. Brown, Jr. 
University of Mississippi 


Books RECEIVED 


The Sales Manager’s Handbook, edited by John Cam- 
eron Aspley. (Chicago: The Dartnell Corporation, 
1945. Pp. 1,102. $7.50.) 


This postwar edition of The Sales Manager's Hand- 
book is more than ever an indispensible reference for 
practical operating men. The 1,102 pages defy review 
or summary; they are the equivalent of a World Al- 
manac of facts and figures of importance to marketing 
men, in combination with hundreds of pages of textual 
discussion of sales problems. 

The market research man will find pages of statistics 
on population, employment, life insurance payments, 
and so on. The personnel manager will find sample 
tests, an outline for a training course, employee rating 
forms, and other operating aids. There are tables listing 
railroad fares, recommended hotels, magazine adver- 
tising rates, and average expense ratios for different 
trades. 

In addition to all this, there are pages of sensible 
discussion of common marketing problems. Examples 
of suggested business methods are legion. Proposals and 
discussion are concrete and specific; little of an academic 
flavor appears. 

The above comments apply generally to each of the 
editions of the Handbook. The present one is  dis- 
tinguished by its greater comprehensiveness, by its 
additional emphasis upon business-government rela- 
tionships, and by the effort to make up-to-date facts 
available for the period of most difficult postwar read- 
justment. 


Store Activity Manual, by Murray Banks. (New York: 
McGraw-Hill, 1945. Pp. 223. $1.00.) 


This manual is specifically intended for use in coopera- 
tive business training programs. By the process of 
answering hundreds of questions applicable to opera- 
tions in the student’s retail store, it is expected that the 
student will become thoroughly acquainted with his 
store and acquire a habit of inquiring into operating 
methods. 

Each of the ten sections of the manual is directed 
toward one of the major elements of store procedure. 
Nothing is left to chance, for the very first pages require 
detailed statement of the name and location of the store, 
number of employees, store hours, officers, and so on. 
The student writes out the store rules on a score of 
points and lists its general policies. By the time the 
student has completed his last check lists and questions 
and has reviewed his summary of his own store record, 
he will have had a comprehensive survey of retail 
methods for his company. 

The manual was prepared by the author on the basis 
of extensive actual teaching experience. 


What Economic System For America? by Charles J. 
Brand. (Washington: Charles J. Brand, Investment 
Building, 1945. Pp. xiii, 96. $1.50.) 

This little book was prepared originally “to be helpful 
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to local and State Granges and the National Grange as 
information and for consideration in formulating their 
policies.” The author states in his preface that “the 
thesis of this memorandum is that so far as our country 
is concerned [our] modified form of capitalism... 
should be continued.” The thesis is restated in the last 
pages of the book as the conclusion of the author’s 
investigation. 

The author briefly examines capitalism, economic 
cooperation, communism, fascism, and national social- 
ism (total 36 pages). Communism, fascism, and na- 
tional socialism are rejected as incompatible with our 
basic freedoms. Our colonial American experiments, as 
well as the Russian example, show that communism 
cannot make for maximum economic progress in the 
long run. Fascism tries to freeze us in the status quo, 
and relies upon totalitarian control. 

The author spent nearly 20 years as a staff member 
of the Department of Agriculture, and at one time was 
co-administrator of the Agricultural Adjustment Act. 
In more recent years he has been engaged in trade 
association work. 


The Art of Plain Talk, by Rudolf Flesch. (New York: 
Harper and Bros., 1946. Pp. xiii, 210. $2.50.) 


If you would like to write easily so that your readers 
will understand you, this little book should help.The 
author “‘sells”’ his subject well. He lists a few rules, but 
devotes most of his space to illustrations. Some of these 
are funny; some will strike home to the academicians 
who persist in using too many words, poorly assembled. 

Clearly, we need to shorten our sentences, take out 
the affixes, and use familiar, concrete words more often. 
Fancy phrases get in the way of our meaning. We need 
to leave more space between our main ideas. Use of 
personal pronouns and reference to the people taking 
action or affected by the action described will liven our 
writing and make it more readable. We would do these 
things naturally if we had studied gossip or the Chinese 
language for a while. For those who haven’t, the next 
best thing may be study of The Art of Plain Talk. (It is 
written in a style similar to the one used for this review, 
and it tries to “‘sell’”’ such a style as “‘plain talk.”’) 


101 Ways To Be Your Own Boss, by Michael Gore. (New 
York: Arco Publishing Company, 1945. Pp. 127. 
$1.00, paper.) 


Few recent books in the marketing field have been so 
well worth the price as Michael Gore’s zor Ways To Be 
Your Own Boss. The needs of returning service men will 
be particularly well served; but there are thousands of 
erstwhile war workers and other thousands of employees 
seeking the opportunity to become independent busi- 
ness men whose rambling thoughts on the subject may 
be crystallized by this book. Many an academician 
may find it of great help in handling special veterans’ 
courses. One of its major contributions is the discussion 
of trades too far removed from the “normal” pattern 
of retail store operation for the average marketing 
instructor to discuss with his students. 

The operation of 38 trades is outlined. There is a 


discussion of the capital required to get into each line 
of business. Store location, equipment, average mer- 
chandise stocks, and the like, are touched on briefly 
but with good effect. The most common operating 
problems are mentioned and accompanied by “point- 
ers” offered by successful men in each trade. Expense 
patterns are presented in most cases. There is some 
reference to the frequency of failures and the causes of 
them. 

Over 200 successful business men are reported to 
have offered advice and assistance to the author. The 
trades in which service men are reported to have ex- 
pressed most interest include commercial laundries, 
retailing of paint and allied products, real estate broker- 
age, importing, ceramics, photography, and poultry 
farming. These illustrations show the range of activities 
discussed. 

The book resembles a manual in form; but it is well 
written, easy to read. A complete reading should be 
most helpful to proper selection of a trade to accord 
with the individual’s experience, aptitude, and long run 
interest. The danger lies in leading the reader to assume 
that it is easy to become an independent small business 
man; that the road is not long and rough. A little more 
emphasis on business mortality rates might be appro- 
priate. 


International Cartels, by Ervin Hexner. (Chapel Hill, 
North Carolina: University of North Carolina Press, 
1946. Pp. xiv, 555. $6.00.) 


Anyone who has more than a superficial interest in 
cartels cannot afford to overlook this book. It is not 
only thorough and scholarly but possesses the distinc- 
tion of impartially and objectively approaching the sub- 
ject. It is neither political nor emotional and makes no 
effort to present a sweeping conclusion that cartels are 
“good”’ or “bad.” 

The author’s previous detailed investigation of the 
International Steel Cartel has provided him with depth 
of insight into the way such agreements are made and 
how they work. This insight has now been applied to the 
broad range of cartel agreements. No less than 140 
pages are used for appendices presenting cartel docu- 
ments. Some 212 pages present case studies of interna- 
tional agreements affecting so many commodities that 
a separate index is used to list them. 

Despite the value of this material, the author’s own 
concise appraisal of cartels is much more valuable. It 
is not easy reading. Prof. Hexner does not possess the 
gift of presenting complex material in simple language. 
But no reader can fail to obtain a clear conception of the 
number and variety of cartels, their methods of opera- 
tion, and their economic and political significance. Those 
who have not been students of the subject may be sur- 
prised at the difficulty of reaching conclusions concern- 
ing appropriate public policy regarding such interna- 
tional agreements. The author has his own suggestions 
to make; but, more significantly, he points out the things 
we still have to learn or do before we can reach well- 
founded public policy decisions. 

At one time Dr. Hexner was executive director of the 
Coordinating Corporation of Czechoslovak steel indus- 
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tries and a member of the Executive Board of the 
Czechoslovak State Railways. He was one of the re- 
porting delegates at the Bretton Woods Conference in 
1944- 


International Trade Principles and Practices, by Paul 
V. Horn. (New York: Prentice-Hall, 1945. Pp. xiv, 
694.) 


This is a completely revised edition of one of the most 
popular text and reference books on foreign trade. 
Tables, illustrations, and text have been brought up to 
date, and most chapters have been rewritten to conform 
to the profound changes in world affairs since the first 
edition was issued in 1935. 

The heavy emphasis placed on national foreign trade 
policies, international finance, and transportation and 
communication adds to the value of the book as a text 
for liberal arts colleges. The final 170 pages, however, 
are filled with the practical methods and techniques of 
carrying out export and import transactions. 


Marketing and Manufacturing Margins for Textiles, by 
L. D. Howell. (Washington: United States Depart- 
ment of Agriculture, 1945. Pp. 148. $.20, paper.) 


This is the first of a projected series of reports to be 
prepared by the Bureau of Agricultural Economics with 
respect to marketing margins and costs. The present 
volume covers textiles and apparel. All stages in the 
marketing process are considered, from sales of raw 
material by the farmer to retail sale of finished products. 

There has probably never been such a comprehensive 
survey of costs in the textile industry. Thus, average 
ginning charges are shown, by states, for eight different 
years. The average cotton gin expenses are shown for 
seven major expense categories, by size of plant, and 
by volume of cotton handled. Still other tables are 
presented on this one element of the cotton textile trade; 
and they are paralleled by tables covering spinning, 
weaving, thread manufacturing, cordage, and twine 
making. Manufacturing costs are analyzed in detail by 
types of products made: denims, drills, sheeting, cheese- 
cloth, and so on. A total of 88 large tables is required 
to cover the industry fully. 

The accompanying analysis is limited, devoted chiefly 
to pointing out salient facts shown in the statistics and 
to brief and rather tentative suggestions as to means of 
reducing costs. There are so many distinctly different 
and highly complex segments of the industry at large 
that a keen and constructive analysis, for cost reduction 
Purposes, defies a single author with limited time and 
resources. The very publication of such comprehen- 
sive data, however, will provide raw material for scores 
of executives and textile economists to study. Their 
study, in terms of their own companies, may contribute 
to the goal of cost reduction sought by the Department 
of Agriculture. 

The data employed were secured from OPA, the Tariff 
Commission, the Federal Trade Commission, the De- 
partment of Commerce, the War Food Administration, 
and the Wholesale Dry Goods Institute. 


Postwar Markets, edited by E. Jay Howenstine. (Wash- 
ington: Public Affairs Press, 1945. Pp. 184. $2.50, 
cloth; $2.00, paper.) 


This book is based on two premises: (1) that the most 
pressing problem facing business is that of laying plans 
for the period after the war, and (2) that this planning 
will be most successful if business will set its sights on 
a common goal of postwar opportunity. After some dis- 
cussion, the conclusion is reached that the goal might be 
set at a gross national product of 16s billion dollars for 
1946, the estimated capacity (expressed in 1942 prices) 
of the then available civilian labor force. The stated 
goal is not a forecast but is intended rather as a basis 
for intelligent planning. 

The book then proceeds to give a rough estimate of the 
probable breakdown of such a national product, by 
major industry groups. The industry figures are based 
on prewar levels of operation, adjusted for the new na- 
tional income level and for the basic trends of growth 
and decline during the period 1929-1940. Figures are 
given for over 70 industries. The dollar contribution to 
gross national product will be greater in 1946 for every 
industry than was the case in 1940; but the degree of 
increase varies widely. The contribution of the ship- 
building industry is expected to be only 20 per cent 
greater. The contribution of the construction industry 
is expected to be 200 per cent greater. 

The bulk of the book is given over to a discussion of 
the prospects in the individual industries. These are 
introduced, however, by a brief chapter indicating the 
manner in which gross national product data may be 
used by an individual company in making its own sales 
projections. The broad subject of foreign trade is dis- 
cussed independently. 

The studies underlying the book were prepared by 
the Bureau of Foreign and Domestic Commerce. 


World Rubber and Its Regulation, by K. E. Knorr. 
(Stanford University, California: Stanford Univer- 
sity Press, 1945, Pp. x, 265. $3.00.) 


Mr. Knorr has prepared a thorough economic analy- 
sis of the market for crude rubber to parallel other com- 
modity studies (on coffee, tea, tin, and marine resources) 
published by the Food Research Institute of Stanford 
University. As a group, these reports are beginning to 
show the widespread existence of supply and demand 
conditions for raw materials which are far from con- 
ducive to the orderly markets of economic theory. Ad- 
justments in supply, particularly, are much too slow; 
and they are accompanied by such widespread hardship, 
that they are often not allowed to take place according 
to rule. Violent price fluctuations lead business men to 
take concerted action to attain stability. Depression 
losses, and the efforts of business men to reduce losses 
by reducing wages, curtailing operations, and the like 
have such general effects upon an economy that govern- 
mental action is likely. 

The supply of rubber cannot be adjusted rapidly in 
response to price changes, nor can production costs be 
rapidly reduced in times of falling prices. The demand 
for rubber is generally a reflection of the demand for 
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end products in which rubber products are components. 
Such a demand is as unresponsive to price as supply. 
In the broader sense, “‘general business conditions” con- 
trol price. Responses of supply to price add to the ad- 
vance or decline in general business conditions. 

The fluctuations in prices resulting from inelasticity 
of supply led to several efforts at international rubber 
supply regulation. The first (Stevenson) plan failed. 
The second did not exactly fail, but it did not get at the 
basic causes of trouble in the industry and tended to 
continue, if not increase, factors creating instability. 
Whatever gain was achieved was more than offset by 
the social costs involved. 

The wartime development of the synthetic rubber 
industry makes the future for crude rubber, and the 
economic position of Malaya and the Dutch East 
Indies, more uncertain than ever. It is highly probable 
that there will be a large market for crude rubber for 
many years, however. The very power of the United 
States to substitute will assure this country a strong 
position in any new efforts at international rubber con- 
trol. 


W orld Politics Faces Economics, by Harold D. Lasswell. 
(New York: McGraw-Hill, 1945. Pp. x, 91. $1.25.) 


The United States and the Soviet Union have emerged 
from World War II as the world’s strongest powers. 
Other powers tend to group themselves in relation to 
the strongest; hence, the United States and Russia will 
dominate the global balancing of power. National polli- 
cies directed toward achievement of our domestic econo- 
mic objectives must keep these facts in mind. 

Beginning with the above premises, the author ex- 
amines U. S. economic policies as they affect interna- 
tional security. U. S.-Soviet relations are examined at 
every point. Mr. Lasswell has adopted an outline form 
of presentation of his thoughts. The book is short. By 
no stretch of the imagination, however, could his book 
be regarded as easy reading. 

This is one of the research studies prepared for the 
Committee for Economic Development. 


The World’s Hunger, by Frank A. Pearson and Floyd 
A. Harper. (Ithaca, New York: Cornell University 
press, 1945. Pp. go. $1.50.) 

This is a brief, broad review of the prospects of pro- 
viding a supply of food which will satisfy the people of 
a modern world. The authors start with the premise 
that, “Down through history food has been man’s most 
important problem.” In their judgment, “If... some 
parts of the world continue to think that they are suf- 
fering from a shortage of food while others have a sur- 
plus, they will make war...” 

The bulk of the book is devoted to the possibility of 
sharp increases in food production to offset such pres- 
sures. The discussion seems to indicate that no ready 
methods are in sight to achieve the goal. Even the enor- 
mous world “‘surpluses”’ of the 1930’s did not represent 
adequate supplies, acording to the authors; for “food 
supplies did not keep pace with population, and there 
were many barriers to the movement of food.” 


Post-War Fobs, edited by Nelson and Henrietta Poyn. 
ter. (Washington: Public Affairs Press, 1945. Pp. 211. 
$2.50, cloth; $2.00, paper.) 


The staff of Press Research, Inc., has prepared an 
interesting, reportorial discussion of most of the major 
current economic problems involving government re- 
lationship to business. The title is appropriate because 
there is general agreement that our primary peacetime 
objective is the assurance of full employment. Economic 
problems are described and the temper of Congress is 
appraised in terms of their bearing upon full employ- 
ment. 

The major subjects covered are reconversion, taxa- 
tion, surplus property disposal, social security, public 
works, new industries, farm problems, housing, foreign 
trade, and the problems of minority groups. In each 
case, there is an effort to show the scope of the problem, 
its significance to the nation’s well-being, official state- 
ments concerning the government’s objectives and meth- 
ods in dealing with the problem, and the attitude of 
Congress. 


Public Opinion Measurement, by Lazlo Radvanyi. 
(Mexico City: Instituto Cientifico de la Opinion 
Publica Mexicana, 1945. Pp. 88. $1.00, paper.) 


In the past several years there have been numerous 
expressions of doubt concerning the scientific validity 
of public opinion polls. Some have claimed that such 
polls are harmful rather than constructive to democracy. 
Mr. Radvanyi and the Scientific Institute of Mexican 
Public Opinion have undertaken to find out how wide- 
spread these doubts are by polling a large number of 
social scientists, journalists, and others in many coun- 
tries. The present monograph reports the results of the 
survey in the United States. Other reports are to follow 
with respect to Canada, England, and the other coun 
tries where Public Opinion Institutes function. 

Many of Mr. Radvanyi’s respondents provided exten- 
sive comments of lengthy qualifications to their an- 
swers. The presentation of these statements adds sub- 
stance to a report which could otherwise have been but 
a brief summary of attitudes. 

In general, it may be said that the Americans who 
were interrogated are inclined to accept public opinion 
measurement as a fairly precise scientific tool capable of 
contributing to social research. Many qualified their 
acceptance, and a significant minority disagreed. It is 
agreed that present polls play a constructive role in our 
democratic society; yet there is even greater agreement 
that they influence public opinion. A majority favor 
some form of control of the work of Institutes of Public 
Opinion, preferably by private institutions enjoying 
financial independence and personnel of a character 
such as may be expected to guarantee the integrity of 
the work done. Journalists seem to be more doubtful 
of the value of polls than other respondents. 

Those interested in sampling may find certain other 
findings enlightening; notably, the list of factors the 
respondents believe most important to take into account 
in preparing a sample. 
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Financing American Prosperity, A Symposium. (New 
York: The Twentieth Century Fund, 1945. Pp. 508. 
$3.00.) 


The general reader, as well as the student of eco- 
nomics, who seeks an understanding of the current issue 
in economic policy can do no better than study this 
book. Fiscal policy, taxation, credit policy, price control, 
rationing, anti-monopoly policy, wage policy, social 
security, housing, the patent system, and international 
policies are all discussed. Each author has a high stand- 
ing in professional circles, and the group of authors as 
a whole represents all shades of opinion within the 
framework of a private enterprise system. Among the 
book’s attractions is its non-technical language. 

An introduction and a summary by the editors make 
substantial contributions to the completeness of the 
volume. A sort of box score of the recommendations 
given by Dr. Machlup in his summary chapter reveals 
the extent of agreement and disagreement among the 
contributors. The chief drawback in relying upon this 
brief summary is that each author did not express him- 
self on all points. 


Financing Full Employment, by John Philip Wernette. 
(Cambridge, Mass.: Harvard University Press, 1945. 
Pp. 126. $2.00.) 


The program which the author offers is related to 
other current proposals to achieve prosperity through 
government spending; but it differs from them in that 
government debt is not to be increased. Instead, the 
government would spend newly created money. In the 
author’s words, ““What the country needs is not more 
debt, but more money.” 

The proposal outlined in this book grows out of the 
following propositions: (1) Over a long period of years 
the amount of money needed by an expanding economy 
(the United States) increases with the population, na- 
tional wealth, and national income. (2) The uncertain- 


ties of gold production and bank credit expansion can- 
not be relied upon to provide the ever-increasing quan- 
tity of money needed in the right amount. (3) The gov- 
ernment should issue a sufficient quantity of money. 
Hence, (4) the national debt can be paid off gradually. 
By proper timing, depressions can be averted. 

Nowhere does the author indicate the amounts of 
money to be issued at any given time. On this point he 
says, merely, “The basic rule would be simple: create 
new money whenever necessary to absorb cyclical un- 
employment; reduce the quantity of money or employ 
other restrictive controls when full employment pre- 
vails, and when spending is increasing unduly and 
prices are rising. The implementation of this rule would 
not be simple ...’’ He does not propose to cover all 
deficits by the issue of new money. Some allowance is 
made for taxes—“‘The amount of taxes that should be 
collected depends, therefore, on whether the country 
needs deflation, or some monetary stimulus.” 

This rather indefinite method of adding to the money 
supply is supposed to produce exactly the amount of 
money needed in an expanding economy. Dr. Wernette 
estimates that by 1980, some $363,000,000,000 of bank 
deposits and currency will be needed. The $190,000,- 
000,000 increase between 1950 and 1980 would be pro- 
vided in equal amounts by bank credit expansion, new 
money to pay off debt, and new money to finance 
deficits. 

The program is quite obviously not intended as a 
panacea. The author recognizes the need ‘or compensa- 
tory federal spending and tax policies, government poli- 
cies to encourage enterprise and investment (which in- 
clude the full range of economic legislation), and credit 
control by the Federal Reserve System. Business is 
likewise expected to contribute to stability by a serious 
effort to understand fiscal and monetary matters at the 
“high policy level,” by the encouragement of enterprise, 
by stability in capital outlays, and by sensible price 
policies. Finally, labor must make its contribution 
through sensible wage policies. 











A.M.A. Notes 


HARVEY W. 
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Constitution and By-Laws 


The amendments approved by the mem- 
bership in November were the first changes 
in the constitution and by-laws since organi- 
zation of the A.M.A. in 1937. The complete 
text is printed here so members may see the 
document as amended and also to make it 
available in handy form for reference. 


CONSTITUTION AND BY-LAWS 
(As amended December 1, 1945) 


PREAMBLE 


The American Marketing Association, 
formed by merging the American Marketing 
Society and the National Association of 
Marketing Teachers, began its existence on 
January 1, 1937. The term “Marketing,” as 
it appears in the name of the Association and 
as used herein, is defined as follows: 

Marketing includes those business ac- 
tivities involved in the flow of goods and 
services from production to consumption. 


PURPOSES 


The major purposes of the American Mar- 
keting Association are: 
1. To foster scientific study and research 
in the field of marketing; 

. To develop sound thinking in marketing 
theory and more exact knowledge and 
definition of marketing principles; 

. To improve the methods and technique 
of marketing research; 

. To contribute to the improvement of 
the teaching of marketing; 

. To develop better public understanding 
and appreciation of marketing prob- 
lems; 

. To study and discuss legislation and 
judicial decisions regarding marketing; 

. To improve marketing personnel and 
study personnel problems; 
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8. Torecord progress in marketing through 
the publication of a journal; 

9. To encourage and uphold sound, honest 
practices, and to keep marketing work 
on a high ethical plane. 


MEMBERSHIP 


Members shall be accepted from those ac- 
tively engaged or interested in teaching, 
developing, or applying scientific methods of 
marketing. Each member shall have one 
vote. 

Each applicant for membership shall be 
nominated in writing by a member, with the 
written endorsement of one other member. 
The nomination shall be accompanied by a 
summary of the candidate’s activities in 
marketing, and such other data as may be 
required by the Board of Directors and the 
Membership Committee as a basis for deter- 
mining his eligibility. 


OFFICERS AND DUTIES 


The President shall be the chief executive 
officer of the Association, performing all 
duties required by the Constitution and By- 
Laws or, if not specified, approved by the 
Board of Directors. 

The First and Second Vice-Presidents shall 
be assistants to the President, carrying out 
such special duties as may be assigned by 
the President. In the event of the incapacity 
of the President to serve, the First Vice- 
President shall assume the duties of Presi- 
dent. If the First Vice-President is also un- 
able to serve, the Second Vice-President shall 
assume the duties of the President. 

The Secretary shall conduct correspond- 
ence with members and others, prepare the 
minutes and historical records of the Associa- 
tion, receive applications and encourage in- 
quiries concerning membership, collect a 
and keep records of the dues status of each 
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member, see that all disbursements are pro- 
perly approved, maintain contact with all 
activities of the Association, both national 
and sectional, supply information to the 
officers at all times, and perform other duties 
usual to the office of an organization secre- 
tary, under the executive guidance of the 
President and Directors. The Secretary shall 
conduct the routine of all elections, includ- 
ing balloting. 

The Treasurer shall receive dues and other 
moneys collected by the Secretary, deposit 
same in a bank approved by the Directors, 
invest funds as authorized by vote of the 
Directors, supervise disbursements and issue 
checks therefore countersigned by the Secre- 
tary or President, and serve as financial 
council to the Directors. Proper accounting 
records shall be kept by the Treasurer. He 
shall prepare reports of the financial condi- 
tion of the Association whenever required 
by the Directors or the President, and sub- 
mit a financial report to the members at the 
Business Meetings. 


BOARD OF DIRECTORS 

The previously named national officers, 
the Editor-in-Chief of THE JOURNAL OF 
MARKETING and the retiring President shall 
be ex-officio members of the Board of Direc- 
tors. The defeated candidate for President 
receiving the largest number of votes shall 
be declared a Director-at-Large and shall 
serve for a term of two years. 

Other Directors-at-Large, eight in num- 
ber, shall be elected in the same manner as 
the national officers, except that four shall 
be elected each year. 

The Executive Committee shall consist of 
the President, Treasurer, Secretary, and 
immediate Past President, and have juris- 
diction over all questions of policy, subject to 
the approval of the Board of Directors. 

The Board of Directors shall meet subject 
to the call of the President or any three 
directors, 


TENURE 

The officers of the Association, with the 
exception of the Directors-at-Large and the 
Editor-in-Chief of THE JOURNAL OF MARKET- 
ING, shall hold office for one year, beginning 
on January first. The Directors-at-Large 


shall hold office for two years. The Editor- 
in-Chief of THE JOURNAL OF MARKETING Shall 
hold office for two years, beginning with an 
odd-numbered year. The President is not 
eligible for re-election for a second consecu- 
tive term. 


ELECTION OF OFFICERS 


The Secretary shall mail to the members a 
ballot approved by the Board of Directors, 
for return not later than October first. He 
shall then check each return against the 
membership list and turn over the checked 
ballots to tellers appointed by the President 
for official count. The results of the ballot 
shall be announced promptly. The candidate 
receiving the highest number of votes for 
each office shall be elected. 

In the event of the incapacity of any officer 
or director to serve, the President, subject 
to the approval of a majority of the Board of 
Directors, shall fill the vacancy by appoint- 
ment. In the event of the incapacity of the 
Editor-in-Chief of THE JOURNAL OF MARKET- 
1nG, the Managing Editor shall become Edi- 
tor-in-Chief. 

BY-LAWS 


The Board of Directors may by a three- 
quarter vote of its full membership, create 
whatever By-Laws are necessary for the suc- 
cessful operation of the Constitution. The 
By-Laws, as they are made and changed, 
shall be published in the official publication 
of the Association. By petition of 25 mem- 
bers, a By-Law shall be referred to the mem- 
bership by mail poll conducted by the Secre- 
tary. In such a poll, a majority of the votes 
cast shall be necessary for approval. 


LOCAL CHAPTERS 


Upon application of local groups consist- 
ing of not less than 15 members of the na- 
tional body and giving evidence of capable 
leadership, and submitting a constitution 
and by-laws which provide that only mem- 
bers of the national body may hold chapter 
offices, the Board of Directors may, at its 
discretion, recognize Chapters of the Asso- 
ciation. Such recognition may be withdrawn 
when these requirements are not maintained 
or fulfilled. 

The Chapter Secretary shall submit a list 
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of the chapter officers to the Association 
Secretary within 10 days after their election, 
as well as any and all changes made in the 
chapter’s constitution and by-laws within 10 
days after the approval of such changes by 
the chapter. 

AMENDMENTS 


Amendments to this Constitution may be 
presented at any time by a majority of the 
Board of Directors or by any 25 members. 
The Board of Directors may, at its discre- 
tion, submit such amendments to the mem- 
bership by a mail poll conducted by the 
Secretary, in which case a majority of the 
ballots cast shall be required for adoption. 
If the Board of Directors does not choose to 
conduct a mail poll, the suggested amend- 
ments shall be submitted at the three next 
ensuing business meetings, in which case a 
two-thirds vote at each meeting shall be 
required for adoption. 


BY-LAWS OF THE ASSOCIATION 
I. OFFICIAL PUBLICATION: 


The American Marketing Association shall 
publish a quarterly periodical entitled THE 
JOURNAL OF MARKETING, which shall be the 
official organ of the Association. 


2. RESPONSIBILITY FOR THE OFFICIAL PUB- 
LICATION: 


Responsibility for preparing, publishing, 
and distributing THE JOURNAL OF MARKETING 
shall be vested in a Journal Committee, 
consisting of three members. 

The Editor-in-Chief of THE JOURNAL OF 
MARKETING, an officer elected by the mem- 
bers in alternate years for a two-year term, 
shall serve as the Chairman of the Journal 
Committee. His responsibility shall begin 
with the April issue in the year following his 
election. Prior to January first he shall be 
known as Editor-in Chief Elect. 

The Managing Editor shall be appointed 
by the President upon recommendation of 
the Editor-in-Chief and approval of the 
Board of Directors, for a one-year term, be- 
ginning with the April issue each year. Prior 
to January first he shall be known as Man- 
aging Editor Elect, with duties as prescribed 
by the Editor-in-Chief. 


The Business Manager shall be appointed 
by the President, subject to the approval of 
the Board of Directors, for a one-year term 
beginning with responsibility for the April 
issue each year. 

The Editor-in-Chief and the Managing 
Editor shall be responsible for the format 
and editorial contents of THE JOURNAL OF 
MARKETING and shall appoint to assist them 
an Editorial Board of whatever scope they 
may deem desirable, consisting of members 
of the Association who will contribute active 
help. 

The Business Manager shall conduct the 
business affairs of THE JOURNAL OF MARKET- 
ING, place printing contracts, negotiate sub- 
scriptions and advertising, collect, disburse 
and keep separate account of all money mat- 
ters incidental to the preparation and dis- 
tribution of THE JOURNAL OF MARKETING. 
The Business Manager shall report to the 
Treasurer twice a year and his books shall 
be audited by the Treasurer once a year. 


3. SUBSCRIPTIONS TO THE OFFICIAL PUBLICA- 
TION: 


All members of the American Marketing 
Association shall receive THE JOURNAL OF 
MARKETING. It is understood that $2.00 of 
their dues shall be regarded as payment for a 
subscription to the publication. To others in 
the United States, the subscription price 
shall be $4.00 per year; to foreign subscribers, 
the price shall be $5.00. 


4. DUES: 


Dues for all regular members shall be $5.00 

per year, payable on January first. 

Members joining during the year shall pay 

full dues but shall receive credit during the 
following year according to this schedule: 

(a) If elected between March Ist and May 
31st, inclusive, the member shall be 
credited with 25 per cent of dues for 
the next calendar year. 

(b) If elected between June Ist and August 
31st, inclusive, the member shall be 
credited with so per cent of the dues 
for the next calendar year. 

(c) If elected between September 1st and 
November 14th, inclusive, the mem- 
ber shall be credited with 75 per cent 
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of dues for the next calendar year. 

(d) If elected on or after November 15th, 
the member shall be credited with full 
payment for the next calendar year. 


§. RESIGNATION AND DROPPING: 


Any member in good standing and not in 
arrears may resign at any time. 

Any member who may become six months 
in arrears shall be dropped from the member- 
ship roll, provided he has been informed of 
his indebtedness by registered mail six weeks 
before his name is dropped. 


6. LOCAL CHAPTER EXPENSES shall be fi- 
nanced by such annual dues as the Local 
Chapter sees fit to collect from its members 


subject to the approval of the Board of 
Directors. 


7. MEMBERSHIP IN A LOCAL CHAPTER is Op- 
tional with members. 


8. ANNUAL MEETINGS: 


Since membership is widely distributed 
over the country, the association will hold 
two meetings per year. These meetings will 
be distributed geographically. One meeting 
shall be held, when possible, in conjunction 
with the Allied Social Science Group. When 
this is done, the midyear meeting shall be 
held in a different place. Both meetings shall 
be regarded as official for the transaction of 
business. 


9. COMMITTEES: 


The President, subject to the approval of 
the Executive Committee, shall appoint as 
early in the calendar year as may be expedi- 
ent, a Nominating Committee, a Member- 
ship Committee, an Audit Committee, a 
Teaching of Marketing Committee, and such 
other committees as the Constitution and 
By-Laws may require or the President, 
subject to the approval of the Executive 
Committee, may consider desirable to pro- 
mote the welfare of the Association. 

The Nominating Committee shall make 
recommendations of candidates for officers 
and directors for the following year. In doing 
so, they shall give consideration to all pro- 
Posals and petitions that may be submitted 
by members on behalf of candidates. They 
shall give consideration to the geographical 





distribution of the membership. They shall 
regard as mandatory a petition signed by 25 
or more members. 

On or before August first, the nominating 
committee shall prepare a ballot containing 
the names of two candidates for each elective 
office, with the exception of the offices of 
Secretary, Treasurer, and Editor-in-Chief 
of THE JOURNAL OF MARKETING, in which 
cases the committee may, if it desires, nomi- 
nate only one candidate. Nominations for the 
office of Editor-in-Chief of THE JOURNAL OF 
MARKETING will be made only in alternate 
years, beginning with the election held in 
1938. 

In case a candidate proposed for any elec- 
tive office is sponsored by a petition signed 
by 25 or more members, his name shall be 
added to the two names of candidates pro- 
posed by the committee, as provided by the 
foregoing paragraph, and the Board of 
Directors, in such a case, shall make pro- 
vision for preferential voting. 

If no report is received from the nominat- 
ing committee by August first, the Board of 
Directors shall undertake, giving due con- 
sideration to the material collected by the 
committee, to formulate a satisfactory slate 
of candidates in adequate time to conduct 
the election. 

The Membership Committee shall consider 
and rule upon the eligibility of all applicants 
for membership. 

The Audit Committee shall audit the ac- 
counts of the Treasurer. 

The Teaching of Marketing Committee shall, 
among other things, select and prepare for 
the use of educational institutions such ma- 
terial as they consider helpful in the teaching 
of marketing. 


NATIONAL OFFICERS AND 
DIRECTORS MEETING 


The meeting was at the Hotel Commodore, 
New York, March 1 and 2. The major ac- 
complishments were: 

(1) Adoption of the first detailed annual 
budget for A.M.A. Wilford White 
pioneered. 

(2) Extensive consideration of more funda- 
mental objectives which should be 


held by A.M.A. 
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(3) Decision to send a questionnaire to 
members for guidance in planning 
A.M.A. activities. This questionnaire 
to be the basis for discussions at the 
May meeting in Boston. 

Election of Ross Cunningham and 
S. R. Bernstein as new directors to fill 
the vacancies created by the ad- 
ditional directorships now provided 
by the constitutional amendments. 
Adoption of a suggested model con- 
stitution and by-laws for local chap- 
ters. This constitution was drawn by 
the committee headed by Charles 
Sandage. 

Consideration of the issuance of a 
monthly bulletin to the entire mem- 
bership, to supplement the quarterly 
JOURNAL. 


CHAPTERS IN ACTION 
Chicago 


The research discussion groups reported in 
the January journAL have lived up to their 
early promise. It is estimated that about 
2,200 luncheons will be served to members 
attending these groups from October through 
May. This would be almost a §0 per cent in- 
crease in attendance from last year. The 
Chapter continues its consistent growth and 
has more than doubled its membership in the 
past two years. 


Meetings 


January: H. E. Christiansen, “The Six 
Most Costly Words In Marketing.” Febru- 
ary: Philip Frank of the Broadcast Measure- 
ment Bureau on their work. March: G. A. 
Rebensburg, Edison General Electric Ap- 
pliance Co., Inc., “Building and Controlling 
A National Dealer Organization.” April: 
Elmo Roper, on “Marketing Research and 
Public Opinion Research As A Social Force.” 
May: Sam Teitelman, Armour and Com- 
pany. 

Michigan Chapter 

The Michigan Chapter has had acon- 
sistently high attendance at the eight 
monthly meetings this year. Attendance at 
each meeting increased over the previous 
one. Greater interest in marketing research 


by firms which heretofore had no separate 
market research departments points to in- 
creased chapter activity next year. 


New England Chapter 


The New England Chapter, in addition to 
work on the Spring Convention, has con- 
tinued active in programs and forum dis- 
cussions. A panel discussion on Market 
Research Methods was presented in conjunc- 
tion with the New England Sales Managers’ 
Conference. Ralph Butler, Management 
Consultant, McKinsey and Co., presented 
the small manufacturers’ problem of sales 
and market research; Richard L. Edsall, 
Market Research Director, James T. Chirurg 
Co., outlined mail survey techniques in the 
field of industrial research; and Bernard 
Gould, Director of Market Research, Gillette 
Safety Razor Company, presented a basic 
plan for marketing through inventory con- 
trol in the retail outlet and by use of test 
cities in checking the activity of a market. 

Regular monthly meetings included: E. R. 
Hawkins, U. S. Department of Commerce, 
on the subject of ‘Reducing distribution 
costs”; Prof. Neil H. Borden, Harvard 
Business School, on ‘“‘Research on national 
advertising in newspapers”; and Alfred 
Politz, on “The theory and practice of 
sampling techniques.” 


New York Chapter 


The New York Chapter has had con- 
sistently high quality programs. At their 
March 27th annual meeting 332 guests and 
members were served, the S.R.O. sign was 
hung out, and more than 150 turned away. 
William B. Ricketts of the N. W. Ayer 
Foundation, aided by James Young, Vice 
President of J. Walter Thompson Company, 
talked on “An appraisal of the practical 
value of copy research.” 

Interest in the discussion groups con- 
tinues high, and the chapter has maintained 
a steady gain in membership. 


Northern New Fersey Chapter 


The Northern New Jersey Chapter, in 
cooperation with the Newark College of 
Engineering, held a series of conferences on 
“Finding and using distribution facts.” Not 
content with opinions as to the success of the 
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conference, they did customer research and 
asked the students to rate the series. The 
results of the questionnaire indicated the 
students were well satisfied. This experience 
should help in organizing future conferences 
of this character which the Northern New 
Jersey Chapter hopes to sponsor. They feel 
such a series would be a worthwhile activity 
for other chapters to promote. 

The topics covered in the seven two-hour 
seminar sessions were: 


“Distribution and Employment,” William E. Hill, 
Vice President, Turck, Hill & Co., New York. 

“Where To Find Information,” Vergil D. Reed, 
Associate Director of Research, J. Walter Thomp- 
son Co., New York. 

“How To Collect Specific Data,” John R. Sargent, 
Vice President, George S. Armstrong & Co., New 
York. 

“How To Organize And Analyze Information,” John 
C. Spurr, Director of Research, McGraw-Hill Co., 
New York. 

“How To Evaluate And Present Information,” Ed- 
ward Gerish, Director of Marketing and Research, 
Marschalk & Pratt Co., New York. 

“How To Insure Use of Information,” Philip Salis- 
bury, Executive Editor, Sales Management, New 
York. 

“Conference Summary,” John R. Sargent. 


The Newark Business Library is cooperat- 
ing with the Northern New Jersey Chapter 
in preparing exhibits for each meeting— 
another idea which chapters cooperating 
with business research libraries might well 
use. 


Philadelphia Chapter 


The Philadelphia Chapter has suffered a 
serious loss in the death of Irving W. Wilder, 
Treasurer and Director of Research for 
Henry Disston & Sons, Inc. Mr. Wilder died 
suddenly on March. 16, only two days prior 
to a Chapter meeting at which he was to 
speak. The Chapter and the National As- 
sociation have suffered a great loss in the 
death of an active worker in the Association. 


Meetings 


March: Walter F. Crowder, editor of Mill 
Supplies, on “The Use of Government 
Statistics in Industrial Market Research.” 
April: Jerry Cornfield, economist with the 
Bureau of Labor Statistics, on “Wartime 
Savings and Peacetime Markets.” Also a 
series of films by Philip Ragan illustrating 


“Animation of Research Results.”’ May: the 
Charles Coolidge Parlin lecture by Edwin B. 
George, economist for Dun & Bradstreet, 
Inc., on lessons for marketing from the war 
period with special emphasis on marketing 
costs. 

San Francisco Chapter 


President, Roy S. Frothingham, Facts 
Consolidated; Vice President, Richard Hil- 
liard, Associated Industries; Secretary, 
Robert E. Baxter, McKinsey & Company; 
Treasurer, John R. Doxey, California Pack- 
ing Corporation. 

In addition to the monthly meetings held 
on the third Thursday of each month at the 
San Francisco University Club, the Chapter 
is inaugurating a series of “Brass Tack” 
luncheon meetings on market research. The 
first luncheon meeting was on April 9th, with 
Roy S. Frothingham leading the discussion 
on “Putting Research to Work.” The Chap- 
ter has also met at the University of Cali- 
fornia, with Dean Grether as panel discus- 
sion leader. The group will meet at Stanford 
University on July 18th. Not the least im- 
portant of their meetings was one addressed 
by national president Lyman Hill. 


Southern Ohio Chapter 


Officers for remainder of this year 

President, W. F. Switzer, Frigidaire Divi- 
sion of General Motors Corp., Dayton; Vice 
President, John F. Anderson, American 
Rolling Mill Company, Middletown; Secre- 
tary-Treasurer, W.H. Ford, Hugo Wagenseil 
& Associates, Dayton; Membership Chair- 
man, René Pepin, Stockton, West, Burkhart 
Inc., Cincinnati; Publicity Chairman, B. L. 
Schapker, Kroger Grocery & Baking Com- 
pany, Cincinnati; Program Chairman, Arthur 
H. Boylan, The Drackett Company, Cin- 
cinnati. 

The Southern Ohio Chapter which was re- 
activated in December, 1945, has now 
grown to 45 active members. Monthly dinner 
meetings are held alternately in Cincinnati 
and Dayton. Speakers who already have 
been on programs of this Chapter are: Lyman 
Hill; John C. Spurr, Director of Industrial 
Research for McGraw-Hill; René Pepin; 
and L. W. Smith, Assistant Manager of 
Marketing for Frigidaire Division of General 





116 


THE JOURNAL OF MARKETING — 





Motors. The last meeting of the season will 
be held in June, at which time final plans for 
the Fall activities will be decided upon. 


Twin City Chapter 


President, C. R. Vickland, McKesson & 
Robbins, Inc.; Vice President, Gordon A. 
Hughes, General Mills, Inc.; Secretary- 
Treasurer, Minnie P. Anderson, The Farmer. 
Directors: Roland S. Vaile, University of 
Minnesota; Paul W. McCracken, Federal 
Reserve Bank. Committee Chairmen: Mem- 
bership, Will F. Kissick, Department of 
Commerce; Program and Publicity, Carl 
Masche, Brown & Bigelow. 

The Twin City Chapter has been holding 
two series of meetings; a regular evening 
(dinner) meeting, held on the _ second 
Wednesday of each month, dealing largely 
with “results” of marketing research, and a 
noon (luncheon) clinic or discussion group 
which meets the fourth Thursday of the 
month and emphasizes “techniques” of 
marketing research. 


Meetings 


Evening Programs: W. E. Boberg and 
Bess M. Rowe, The Farmer, St. Paul, on 
“The Red and Green Dollar Study”; 
Robert T. Browne, Pillsbury Flour Mills, 
Minneapolis, on ‘American Industry Looks 
Ahead”; Gordon A. Hughes, on ‘Market- 
ing Research in Public Relations”; Stan- 
ley Womer, Industrial Surveys Company, 
Chicago, on “Controlled Mail Research”; 
S. A. Engene, University of Minnesota, on 
“The Marketing Significance of Farm Man- 
agement Data”; Thomas G. Harrison, 
Winston-Newell Co., Minneapolis, on ““Com- 
ing Changes in the Methods of Food Dis- 
tribution”; also, a joint meeting with the 
Minnesota Statistical Association, on eco- 
nomic, financial and business conditions for 
the ensuing year by local experts. 

Noon Programs: Alfred C. Welch, Knox 
Reeves, Minneapolis, on “The Problem of 
‘What is N’ in Special Cases” (two sessions) ; 
Carl Masche, on “‘Some Problems in Estab- 
lishing Sales Potentials’; Lloyd Borg, Min- 
neapolis Star Journal and Tribune, on “Can 
Newspapers Perform a Valuable Market 


Research Service?”; Will F. Kissick, and 
Oscar F. Litterer, Federal Reserve Bank, 
on “Methods of Estimating Retail Sales”; 
Maxwell G. Ule, McCann-Erickson, Chicago, 
on “Some Problems in Establishing Sales 
Potentials.” 


INDUSTRIAL MARKETING 
CoMMITTEE 


Their program makes it appear that real 
results will follow their activities. Present at 
the initial meeting were Paul W. Stewart, 
Chairman; John C. Spurr, Vice Chairman; 
H. A. Campbell, Secretary; P. W. Atwood; 
Leonard Hershey; Roy Hemp; John R, 
Sargent; and G. Clark Thompson. At this 
meeting the objectives of the committee 
were agreed upon as follows: 

(1) To stimulate a wider interest in the 
use of marketing research in the in- 
dustrial marketing field, and to gain 
a greater recognition of its importance 
in our present economy. 

To demonstrate to top management 
that industrial marketing research can 
be made a very effective and profitable 
management tool. 

To develop a greater emphasis on in- 
dustrial marketing research among the 
local A.M.A. chapters and to integrate 
their work with that of this committee. 
To determine the major fields of in- 
terest in industrial marketing research 
among the leading industrial com- 
panies. 

To use the information obtained in 
(4) above as a pattern for the collec 
tion of specific case history data on 
these points of interest, and to publi- 
cize the data thus collected as widely 
as possible both to industry and within 
our own association. 


PERSONNEL NoreEs 


National Analysts, Incorporated, Phila- 
delphia, of which Dr. Albert B. Blankenship 
is Managing Director, has recently opened 4 
branch office in Washington, D. C. The 
operation of the Washington office is undef 
the direction of Mrs. W. Charlotte Ewell. 








